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THE UNION IN INDUSTRY: SOME OBSERVATIONS ON THE 
THEORY OF COLLECTIVE BARGAINING 
Presidential address delivered at the Forty-seventh Annual Meeting of the American Economic 
Association, Chicago, Illinois, December 27, 1934 

I hope you will pardon me if I seem to talk shop. I disclaim talking the 
shop of that branch of the federal service with which I am at present con- 
nected. Yet I cannot avoid the appearance of talking shop; for my views are 
quite as much the result of experience and observation in industry as of 
reading and reflection in my study. 

The nation under the New Deal stresses collective action. The National 
Industrial Recovery act permits business men to come to grips collectively 
with problems which have baffled them as individuals. Section 7 (a) seeks 
to safeguard the right of employees to collective bargaining. Associations, 
codes of fair competition, price maintenance schemes, labor unions and em- 
ployee representation plans have developed in hot-house profusion. 

The New Deal and the hope of rapid recovery stirred up the trade unions 
and, more important, fired the courage of workers in many localities and in- 
dustries where unionism had never existed or had long been quiescent. There 
especially the challenge of unionism encountered renewed resistance from 
employers, their lawyers and economic counsel. A race developed between 
so-called legitimate unions and so-called company unions, with statistical 
results not accurately known. The fact is, however, that in the United States 
there are now more employee representation plans, with a larger attached 
membership than ever before and more unions with a larger membership 
than ever before, except for a few years at the close of the war period when 
union membership was in excess of 5,000,000. And the race has not come 
to an end; most certainly not the clash between rival forms of organization 
for collective bargaining, accompanied by hectic argument over “majority 
tule,” “proportional representation,” “minority rights,” “individual rights,” 
and all the rest of it. Collective bargaining is under discussion more than at 
any other time in our history, and this discussion promises to remain rife for 
some years to come. I shall make brief observations on some phases of this 
subject. Lack of time forbids discussion of forms of labor organization and 
of governmental policy. 

Before proceeding to the economic phases, permit me to remark that the 
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interests of workers in collective bargaining may not be limited to details of 
the labor contract. To unionists generally, collective bargaining means some. 


thing in addition to wages, hours, tenure, and working conditions. For it Th 
establishes a new “government in industry,” “industrial democracy,” bargé 
resentative government,” ‘‘citizenship in industry,” to employ a few E the force 
more frequently used terms. If citizens have a voice and a vote in political place 
affairs, why should they not have voice and vote in industry? The demand tative 
for recognition and collective bargaining is regarded, and now safeguarded, ment 
as a democratic right. This statement is made because unionism should not skillf 
be disposed of entirely on economic grounds, to which from this point on | prov 
shall confine my remarks more 
Three stages, or shifts of emphasis, are discernible in the evolution of the mor 
union theory of collective bargaining. The 
Its first or simplest form emphasized the need of equality of bargaining and 
power between employer and employee. Labor spokesmen stressed the view shor 
that the wage-earner under modern industrial conditions is a weak and in- appt 
competent bargainer, possessed of little more than an ineffective veto power too 
in the refusal to accept employment on the terms offered and in the right to the. 
quit the job when dissatisfied. The individual worker, as compared to the and 
employer, they say, is ignorant of the market situation and of employment “at 
opportunities; he has little or no reserve power in funds in hand; he feats to A 
push a claim vigorously for fear of discrimination or loss of job; he is likely wag 
to reason that it is better to accept or retain employment on adverse terms in i 
than to lose working time altogether; he finds himself pitted against other of 
seekers of work, and the cheaper man is the successful bidder; if he has em- thre 
ployment, the terms of his contract, like the railway time-table, are “‘subject ogn 
to change without notice.” the 
Naturally enough, the average unionist’s case for collective bargaining has ; 
run largely in terms of the concrete instance, the personal factor, “big busi- gait 
ness” versus the economically small workman, and the short run. But, plo 
thanks largely to intellectual friends such as Mr. and Mrs. Webb, and to ex- or | 
perience in a complicated world, the union spokesmen have had more and ’ 
more regard for the longer run and market considerations. Thus their second hav 
stage has brought them to a realization of the need for control due to indus- to 
trial and market organization and the pressure of market competition. They prc 
realize that the average employer, however appreciative of the value of goo¢ uct 
working conditions and the needs of his workers, is under the necessity of Lal 
reducing costs because of the money-saving, chiseling practices of his less om 
socially-minded competitors. Competition frequently prevents employers tru 
from doing what they would like to do in labor matters. Hence, nowadays, me 
we hear relatively less of balancing bargaining power between the employer 
and his employees, and more of the need for standardization and control, of ‘a 


placing all firms in a market on pretty much the same plane of labor costs, 
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and of having competitive success depend largely upon managerial ability, 
sound organization and the like. 

The characteristic union emphasis on the weakness of the individual 
bargainer and the necessity for concerted action as a defense against market 
forces has generally been at the neglect of the other side of the picture 
placed before the public. Under collective bargaining the workers’ represen- 
tative may not only be free from any fear of injury at the hands of manage- 
ment, but he may be, and very frequently is, the better informed and more 
skillful bargainer in so far as labor matters are concerned. The union, by 
providing strike benefits, gives reserve power and ability to strike; and 
more important, by preaching solidarity and building up and sustaining 
morale, it may develop the will as well as the power “‘to see things through.” 
The supply of labor may be controlled, and competition for work restricted 
and employment rationed in a variety of ways—among them, the closed 
shop, closed union books, high initiation fees, restrictive rules relating to 
apprentices and helpers. Unions, like employers and politicians, dislike 
too much competition. Finally, under collective agreements, changes to 
the disadvantage of the workers cannot readily be made without due notice 
and consent; terms of employment and perhaps tenure of job cease to be 
“at will.” 

As seen by the trade unionist, who acts upon a bargaining theory of 

wages and who, like the business man, generalizes from concrete experience 
in industry, there is, therefore, a tremendous difference between the results 
of unrestrained individual bargaining and the results to be obtained 
through concerted action. As John Mitchell said, ‘Trade unionism thus rec- 
ognizes that the destruction of the workman is the individual bargain, and 
the salvation of the working man is the joint, united, collective bargain.’ 
Thus it is claimed that collective bargaining is necessary to equalize bar- 
gaining power between workers and employer, to standardize terms of em- 
ployment as a basis for fair competition, to reduce pressure in the trade 
or industry and to stabilize the employment relationship. 
To this statement of the case, now decades old, the American unions 
have added a third argument—that wages must be increased in proportion 
to increases in industrial efficiency in order to balance consumption and 
production and to maintain the necessary market outlet for industrial prod- 
ucts.? Officially adopted as a labor doctrine by the American Federation of 
Labor in 1925, it has been accepted by many business men, not a few econ- 
omists and obviously by many persons holding public office. The same is 
true of a related but inharmonious doctrine to the effect that in depression 
maintaining or increasing wages is necessary to maintain or to effect an in- 
* Organized Labor, p. 4. 


* American unions are not exceptional in their adherence to this doctrine. For years the 
German unions, at any rate the “free unions,” have taken much the same position. It is also 
espoused by the organized labor movements of other countries. 
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crease in purchasing power, which is the appropriate road to recovery. The 
rdle these doctrines have of late been playing in public affairs is well known. 
Now what have economists to say concerning the theory of collective 


bargaining as thus set forth? And what shall one say of what economists 
say? 

It need hardly be remarked that present-day economists find a less unim- 
portant place for unionism and its theory of collective bargaining than did 


those of earlier generations. Indeed, some of them find an important réle 
for collective dealing in employment relationships. Yet, most economists, 
in the language of Professor Smart, when reviewing the Webbs’ Industrial 
Democracy, would ask whether the case does not prove too much.® They 
have been at pains to show the theory’s neglect of important factors, such 


as the competitive demand for labor, and the limited control that can be 


exercised; and they criticize the exaction of unjustified differential advan- 
tages and a warped national economy. A few present-day economists are 
indeed not far removed from Cairnes of 1870; they see practically no op- 
portunity for collective control if very harmful results are not to follow. 


Economists, as has b said of professors, are men “who think otherwise.” 
In this brief discussion only a few of the more important questions raised 
by economists can receive consideration. Differences among economic 


theorists cannot be definitely followed up. 

Is collective bargaining needed to defend the workers’ interests? The 
theory of wages held by most economists runs largely in terms of marginal 
productivity. According to this theory, each employer has reason to hire 
labor and to purcha her factors needed in his business up to that point 
where the value of tl ntribution of each unit of labor or other factor 


is substantially the s its cost. In an ideal state and in the absence of 


friction, there is acti npetition for labor until this results, not only in 
the given plant but in all plants in all industries. Hence, whatever may be 
the forces affecting the supplies of labor and the other factors in produc- 
tion and whatever really determines the prices of products, wages tend to 
conform to marginal productivity. The weak are protected, and approx- 
imately fair wages as between industries are obtained—in so far as competi- 
tive demand is effecti 

Thus the economist emphasizes a factor—demand—not sufficiently em- 
phasized by the labor spokesman or the “labor economist.” This factor must 
be emphasized if the facts regarding wages, say, during the last 50 or 100 
years are to be expl 1. The demand for labor, enlarged by increasing 
capital invested and better utilized resources, has caused more and more 
workers to be absorbed into industry at increased wages as the generations 

*See The Distribu me, chs. 20-25, especially p. 290. 

* The theory is clearly a rately stated by J. R. Hicks, The Theory of Wages (1932). 
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have passed. Labor has shared in the gains resulting from economic prog- 
ress. Yet the tendency for wages, because of the nature of the demand for 
labor, to approximate labor’s contribution does not necessarily mean that 
labor’s interests are adequately protected. 

This brings me to my first critical comment on the theorizing and still 
unim- more the conclusions relating to policy emanating from many of my clans- 
an did men. 

it rdle Permit me to observe that it is a curious fact, explained perhaps by undue 
mists, emphasis upon a narrow price economics, that economists generally have 


ustrial been prone to discuss collective bargaining, the need for it, and what it 
| They can and what it cannot accomplish, in terms of wages only. Wages are 
, Such only one detail in the labor contract and employment situation. Though 
ran be wages are certainly of first consideration in an age of scarcity, hours of 


work, tenure, and general working conditions are vital to the working 
man. Query: Do economic forces operate in such a way as to conserve these 
other interests as they are supposed to do for wages? 

ollow. The answer is a qualified No. The fact is, I believe, that a competitive 
wise.” demand for labor does not go far in protecting the workers against long 
raised hours, overtime, fines, discharge without sufficient cause, and objectionable 
nomic working conditions. This is explained in part by the fact that employers as 
a rule are not actively interested in the long-run effects of hours and work- 
ing conditions because of a lack of accurate knowledge of these effects and 
because the labor contract is ordinarily terminable at will. In so far as hours 
are concerned, there is fear that a reduction means reduced output or that 
one reduction will develop interest in another. That it is exceedingly difh- 
cult to return to a longer day or week when a short one has been in use is 
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nce of well known, 

nly in The explanation is found in part also in the fact that workers accept em- 
ay be ployment chiefly in view of rate of pay and possible earnings and of access- 
roduc- ibility of the place of employment. Long hours, much overtime, discrimina- 


nd to tion, inconsiderate discipline, and bad working conditions may give rise to 
»prox- a large turnover of labor due to many quitting; but such a turnover has not 
npeti- generally led management to ascertain causes and to remedy them. Do we 


not find twenty firms with neat turnover figures for one that seriously uses 
them in an attempt to improve management? 

Finally, the explanation is found in part in the fact that there is usually 
r 100 keen competition in the market for the product as well as competition for 
easing help. In order to extend business, to hold business, to meet the needs and 
more whims of customers with reference to style and delivery, to make favorable 
ations prices and to maintain profits and dividends, these things are likely to be 
“taken out of labor.” And if there is monopoly, the situation may be even 
worse, 


For these reasons I agree with Hutt who states that these important mat- 
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ters mentioned ‘‘are not adequately determined by the market process— 
hours of work and conditions of work are things that intimately concern 
workmen and are best decided collectively.’ 

Returning now to a discussion of wages and collective bargaining, it is to 
be noted that according to the economic theory briefly stated above, there is 
a tendency for wages to equal the value-product of labor at the margin. 
Economists generally do not contend, however, that this tendency fully safe- 
guards the wage-interest of the workers. They recognize the element of fric- 
tion in the real situation. Some attach much more importance to friction 
than do others. In my opinion, and I think in the opinion of most able and 
experienced employers also, it is of greater importance than is generally 
recognized by owr fraternity. Put in other words, the demand for labor is 
not as effective in safeguarding the workers’ interest in wages as most 
economic theorists seem to think, if not to contend. 

In a boom period, when prices are rising and profits are good, busines: 
is very active and bidding for labor generally becomes keen. It may de- 
velop to the point of stealing help. At such times rates of pay advance rapid- 
ly. But in more normal times, though progress is being made and most 


workers are finding employment, wage advances are hesitantly offered, and 
there is more or less room for under-payment, even for a considerable de- 
gree of exploitation. For there are groups with limited mobility, and new 


accessions to the labor supply and displaced workers are more or less 
eagerly seeking employment on such terms as their limited individual 
bargaining ability will secure for them. It may then well be that there are 
no well-defined standards of wages in certain industries and in many local- 
ities. For long periods labor tends to be absorbed into the industry or locality 
with limited relation to wages paid elsewhere. Within one industry or 
locality there are the lower obstructive wages paid by the hard-boiled man- 
agers. Piece-rates are nibbled here and there, more work or better quality 
is required, and the worker is stretched out. All the while in most plants 
there is a bad rate structure, slowly corrected, when corrected at all. The 
fact is that wages depend to a considerable extent upon the policies of the 
employers, as so many investigators have found in concrete situations. To 
secure evidence, study, among others, the needle trades, the bituminous 
coal industry, the cleaning and dyeing industry, the laundry trade, the man- 
ufacture of candy, and the cotton textile industry. 

Furthermore, the economic theorist assumes in much or in all of his 
analysis that there is no element of monopoly or concerted control in the 
demand for labor or in fixing wages. This is by no means true. An em- 
ployer, or a group of employers acting in concert or just individually fear- 
ing to create problems, may dominate the employment situation in a com- 
munity. So it was in the mining of anthracite coal between the middle 


*W.H. Hutt, The Theory of Collective Bargaining, p. 107. 
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seventies and the turn of the century. Wages were pegged; payment for 
timbering and “dead work’”’ was reduced or eliminated altogether; coerced 
purchases at company stores charging high prices, and powder sold at a 
profit of 200 per cent, took the larger part of the earnings of the miners. 
Even in a city like Chicago, an industry may dominate a large community 
and the firms engaged in it may control the situation within rather wide 
limits. Going beyond this, I could cite a number of instances where asso- 
ciations of manufacturers or merchants have fixed scales or, indeed, max- 
imum wages to be paid and have enforced them more successfully than any 
American state has enforced its minimum wage standards. How many such 
instances there are no one can know, but there is good reason to believe that 
they are not so highly exceptional as the uninitiated think. They have sig- 
nificance in the real world of employment. Yet, it is true that, though im- 
perfect, a competition for labor exists. And, of course, the productivity 
theory of wages also remains essentially true, however little it may really 
tell the curious who wish to have wages explained. The point is that the 
element of friction, as the theorist calls it, is of real significance in connec- 
tion with wages, where the operation of market forces is more likely to 
conserve the workers’ welfare than their interests in hours and working 
conditions. 
What I have said relates chiefly to the need for collective bargaining to 
defend the workers’ interest. Most unions, however, are often not defend- 
ing the wages they have had, but are on the offensive to get more; not infre- 
quently, emphatically more. ‘‘Heavens, what is your limit?” cried the head 
of a great industry, in a collective bargaining conference. ‘No limit,”’ re- 
plied the union chief, ‘‘the same as yours.’’ Unions are usually trying to get 
better differentials for their own members. Their success in getting such 
differentials is one of the larger facts in collective bargaining. 
Hence the criticisms—too severe in my opinion—by most business men 
and also most economists, of unionism, the differentials the union secures, 
and the resulting utilization of productive capacity. 
There is little criticism of the standardization of wages as such; but 
there is much criticism of unjustified differentials and of enhancement of 
wages on the ground that these will increase labor costs and total costs, 
with undesirable results, such as unemployment and repressed enterprise. 
Without question some unions secure unjustified differentials. I will not 
mention plumbers, for you have heard of them. Unionism may result in an, 
uneconomic distribution and use of a nation’s productive capacity. But with- 
out control through collective bargaining or through law, sweated wages 
and sweated industries are not highly exceptional. They are uneconomic. 
Think of coal in the nineties, of the needle trades, of the laundries and of 
the candy factories. It is likely that collective bargaining has more fre- 
quently brought wages in an industry up to an acceptable level than it has 


ern 
S$ to 
€ is 
pin. 
afe- 
ric- 
ion 
and 
ally } 
is 
10st 
es: 
de- 
id- 
ost 
and 
de- 
lew 
less 
ual 
are 
al- 
lity 
or 
an- 
ity 
nts 
e 
he 
To 
US 
an- 
his 
he 
m- ‘ 
ar- 
m- 
dle 


8 Harry A. Millis [ March 


resulted in unjustified differentials. Moreover, in many cases high wages 
for some groups have been sacrificed in order to increase the wages of the 
lowly paid groups. In any event, the fact of unjustified differentials does 
not necessarily argue against collective bargaining. It argues rather for the 
industrial union so that craft wages will not be out of line with wages of 
the unskilled, and for government action to provide needed data -and 
efficient conciliation and arbitration machinery. 

I pass to the incidence of wage increases exacted. As to the effects of 
increased wages, economists, as well as business men, when confronted by 
demands for higher union wages, all too frequently assume that both labor 
costs and total costs are increased by the amount the rate of pay is increased. 
The fact is that other things do not necessarily remain equal; we are entirely 
too much inclined to assume that they do. In a dynamic situation, there is 
no necessary and inevitable relationship between a change in wage fates, 
especially on a time basis, and labor cost, and there is no necessary and in- 
evitable relationship between a changed labor cost and total cost. For what 
would be an increased cost due to higher wages may, like some taxes, be 
transformed or offset in some way or other. 


A wage increase may lead the employer to select and train his workers 
more carefully. More important, when the union comes in, the turnover 
of labor is generally reduced to a fraction of what it has been; the cost of 
acquiring new workers and training them, and the losses from interrupted 
operation due to unbalanced sections are reduced. Generally the cost of 
supervision is also reduced in the union shop. Again, the union may coéper- 
ate in introducing or extending piece work where all previous attempts 
have failed. In a Chicago instance, in spite of the dilution of labor made 
during a labor shortage in 1919, a clothing firm found that after piece 
work had been introduced with the active codperation of the union, the 


output of suits and overcoats per worker in a given unit of time increased 
60 per cent. This instance is not unique in my experience. Finally, in cases 
of union-management codperation—which is by no means limited to well 
known railway shops—exceptional gains in efficiency and economies may 
result. Not infrequently the higher wages are earned, if labor cost is the 
test. 

On the other hand, it must be admitted that the union shop may be 
accompanied by enhanced labor costs exceeding any increase in wage rates 
secured. Possibly management loses adequate control over hiring, lay-off 
and discharge; for hiring may be controlled by the union and discharge may 


be for “cause” only, thus making it difficult to weed out the less desirable. 
More frequently than they codperate in the extension of piece work, unions 
oppose it; seldom are b systems tolerated in the organized trades. The 


union may have bad morale, due to defeat in some objectives, or to a mili- 
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tant attitude accompanying a strong feeling of solidarity. Limitations may 

be placed directly or indirectly upon individual output. In the union shop 

helpers may be forced out, the number of apprentices limited, and restric- 

tions placed upon the subdivision of work or upon the introduction of new 

machinery and of more economical processes. 

Thus the differences between union and non-union shops and also be- 

tween one unionized: shop and another are such as to make any conclusions 

as to labor costs based upon a comparison of wage rates quite insecure. Con- 

crete situations differ widely. In one extreme case as a result of union codper- 

ation in introducing piece work, reducing the turnover of labor, and main- 

taining discipline, the wage advances were more than offset and the labor 

cost of manufacturing a suit of clothes reduced approximately ten per cent, 

though the earnings of the workers more than doubled. In other known 

cases the labor cost increased more than would be indicated by the in- 

creases in wages and reductions in hours. But most frequently an increase 
in wages on a time basis and almost always an increase in wages on a piece 
basis means an increase in labor cost. Such must be the conclusion of the 
student whose investigations of concrete cases are of necessity limited to 
the short run. Perhaps the long-run effects might differ somewhat because 
of the favorable effect of higher wages on efficiency. 

Turning to the question of total cost, it may be that with labor made 
more expensive, less of it and more of capital will be employed, total costs 
not being increased as much as the labor costs would have been. In this 
case the amount of employment in the industry is reduced. Higher wages 
are then at the expense of employment. On the other hand, with low wages 
eliminated, “aanagement may be “tightened up.” If it is not, a firm may 
go to the wall and production be concentrated in the more efficient plants. 
But the mortality of firms with unionization is not so great as one might 
expect, for in the real world necessity is frequently the mother of invention. 
Most economists see only the lure of profit; necessity of remaining in and 
playing the game is important. Low wages and long hours often have been 
a tax, higher wages and shorter hours a premium, upon efficiency of organ- 
ization and management. 

Thus only the most intensive investigation would establish the relation 
between wages increased by union pressure and labor cost and total cost of 
production or of providing a service. And certainly such investigation would 
yield diverse results. Nevertheless, it is true that unionization most frequent- 
ly means some increase in labor costs and in total costs as well, and some- 
times the increase is a relatively large one. 

When and where this is true, the question arises, who loses what organ- 
ized labor gains in wages and working conditions? Do higher costs spell 
higher prices paid by consumers of the product, whether they be rich or 
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poor; or do higher wages come out of profits? In either event, and especially 
in the second, what is the effect on business enterprise and the volume 
of employment for union men? 

The answers must be brief and rather inadequate. The all too common 
assertion that higher wages resulting in higher costs are charged up to the 
consumer is frequently wrong, at least in part. Often they come out of profit, 


especially where only a part of the industry is organized. Where they do 
come out of profit, industry at that point is handicapped and there is a ten- om 
dency for it to migrate and flourish elsewhere. Where higher prices curtail dep 
consumption, as of good housing, or where higher costs come out of profits, thir 
the volume of employment for union men is diminished. Moreover, relative- pea 
ly high wages may cause unneeded labor to seek to enter or to remain in the oF 
trade, so that the amount of time lost is increased. And where a union can- anc 
not control the industry supplying a market, a struggle ensues and organiza- nol 
tion is likely to be disrupted. It is important for unions, especially those not a 
functioning in a monopolistic or sheltered position, to stress efficiency and suf 
to observe the rule of what the traffic will bear in respect of costs. 
Turning to a question which greatly concerned English economists a the 
century ago, are not the gains of the organized workers inevitably at the ” 
expense of the unorganized? out 
Analysis shows that the effect of the union higher wages upon the wages 9 
of others is a mixed one. For contrary forces are set in action. In so far as of 
non-union men are admitted to organized plants, they commonly reap the co! 
full benefit of any improvement secured by union effort. Moreover, the pr 
workers in a non-union plant in an industry with an active unionism also sy’ 
secure gains; for if their employers pay too low wages and maintain too long ha 
hours, the path of the organizers is easy. 
But, on the other hand, where the closed shop is maintained the non-union hi 
workman is excluded, and under the preferential shop he is handicapped. sg 
Or if the effect of unionism is to restrict an industry because of smaller of 
quantities sold at higher prices or because of curtailment of profits, again ae 
workmen are excluded and forced in increased numbers into other trades. 
This of course tends to depress their wages and to increase the differentials - 
between union and non-union wages. . 
In these days much is said and a lot assumed about changing the distri- . 
bution of income as between labor and other recipients through the exten- pe 
sion of unionism and collective bargaining. A difficult question is raised. T 
Time permits only a recording of certain views in summary fashion. . 
It is clear that by the enforcement of standards under collective bargain- " 
ing a degree of exploitation can be prevented at the expense of unearned 
profit. It is clear, also, that a share can be exacted from monopoly profit, : 
though, in justice to all, monopoly profit should be taxed away when not i 
prevented. Pressure exercised by labor or by law can have the effect of P 
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reducing salaries. These are all too frequently “fancy” and therefore socially 
and economically unwarranted. Yet the total of excessive salary payments 
does not bulk large; salaries do not contain much that can be transferred to 
labor under the existing industrial system.* And there are difficulties in- 
volved in transferring directly much from the returns of property and enter- 


it prise. 

do Perhaps about the usual supply of enterprise and capital might be forth- 
2 coming were their returns substantially reduced; for the return required 
ail depends largely upon what can be had. It is certainly no fixed and irreducible 


thing. But with mobility of capital, returns in a given country are not inde- 
pendent of possible returns in other countries. Morever, when labor be- 


he comes dearer and capital cheaper, the latter will be substituted in a measure, 
n- and to that extent capital’s return will tend to increase, and likewise tech- 
a nological unemployment. Finally, capital, if fearful of union control, may 
ot require prospect of more than the usual return as a condition of necessary 
id supply. 
In my opinion the possibility of raising wages generally and substantially 
P through collective bargaining unless there is increased efficiency and less 
be waste, is,rather limited, however extensive and powerful unionism be- 
comes. The level of wages and the welfare of the masses turn much more 
6s upon progress in production and upon the taxation and spending policies 
as of government than upon any such thing as the control of wages through 
ne collective bargaining or through law. Unions should look to results in 
ne production as one road to general welfare. Certainly government revenue 


systems and expenditures might be more extensively employed than they 
have been to increase the real income of the masses. 

Brief reference may be made to the doctrine that wages must be made 
high and kept high to provide the mass purchasing power required to main- 
tain a market outlet for goods produced. This doctrine lies behind much 
of American union, and now of public, policy. It is the subject of much 
current discussion. 

The doctrine of high wages is open to criticism because it makes too 
much of the idea of a limited market. Very frequently there is failure to 
realize that the whole value of what is produced is distributed to labor, 
management and the owners of property employed—that each dollar, 
whether obtained as wages, interest or profit, has potential buying power. 


1. The doctrine does, however, contain a large kernel of significant fact. The 

rate of saving and investment, the amount of speculation and room for 
- error in forecasting the market, vary with the distribution of the industrial 
d * According to Leven, Moulton and Warburton (America’s Capacity to Consume, pp. 31 
t et seq.) shares in the national income of 1929 were as follows: wages, 34.1 billions; sal- 
. aries, 18.5 billions, of which 3.3 billions went to corporation officials; returns to investors, 
ot including interest, dividends, rents and undistributed income in the form of additions to sur- 
yf plus, 14.4 billions. 
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product. Other things equal, the smaller the share going in wages, the 
more rapid is saving and investment and the greater the risk of industrial 
miscarriage. Beyond this, opportunity for investment is limited by the 
possibilities of consumption. Investments must be supported by Capacity to 
buy and consume. And, it may be added, it is difficult to see what signifi- 
cance industrial progress has unless it adds in large measure to the welfare 
of the masses of the people. Labor’s general doctrine of “progressing” wages 
cannot be dismissed 

What should be done about wages in time of depression? Business men 
who pay wages, and economists, have been dominated by the belief that 
wage rates must be reduced in depression in order that the employer, with 
lower labor costs, may successfully compete, and that necessary profit may 
be realized, investment induced and business enterprise revived. Organized 
labor in the present depression has held that wage rates should be increased 
so that consuming power may be expanded and an adequate market pro- 
vided. It is no secret that this position has colored the New Deal. 

In so far as this concerns recovery as against reconstruction, the position 
taken by organized labor must be regarded as a mistaken one when applied 
in private industry motivated by prospect of profit. As seen by those who 
for profit pay wages, costs are too high because wages are too high; higher 
wages cause fewer to be hired; purchasing power may be smaller when 
wage rates are high than when they are low. 

Economists rather generally believe that in normal and especially in 
boom times good policy calls for progressing wage rates, which the traffic 
can and should bear, but that in depression wage maintenance or enhance- 
ment is at the expense of recovery and volume of employment. They do not 
believe in inelastic or in increased wages in depression. In their view, wage 
brakes should be applied in booms, but should be released in depression. 
High wages do not serve as a self-starter. 

With this I agree, when recovery rather than reform is the objective. My 
differences with some of the fraternity have to do with important phases 
often regarded as minor points. Frequently, it seems to me, wage reduction 
is entirely too much emphasized as a means of recovery. It is unfortunate 
that there is limited recognition of the fact that reductions in non-labor 
costs and fixed charges are just as important for lowering total costs and 
restoring profit. There is a great problem of sticky prices of many things, 
especially of building materials and of goods entering into capital equip- 
ment. This problem has increased under the New Deal. There is also 
a problem of heavy fixed charges due to unwarranted emphasis upon mott- 
gage bonds in corporation finance. The bondholder is insured as against 
everyone else. My second point is that good policy rejects wage cuts until 


waste and other elements in costs have been removed or deflated. Efficiency, 
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general welfare and maintenance of the market for the bulk of consumption 
goods, all require this. 

Whether I have successfully sustained it or not, my position is that there 
is a case for collective dealing, though it offers no panacea. The problem is 
to secure the advantages of standardization and the needed pressure toward 
efficiency and elimination of waste, and at the same time to establish such 
relations between industries as will give an economical industrial structure 
and relatively fair employment conditions. But why should this not be 
worked out through codes of fair competition or through some less direct 
form of government intervention? 

This question I cannot discuss save in one of its aspects. Frequently it is 
said that code making and enforcement render or should render organiza- 
tion of labor unnecessary. Experience has shown this to be untrue. What a 
code contains depends very much upon whether labor is effectively organ- 
ized and articulate. Code administration depends almost as much upon the 
same thing. Pressure group must be balanced by pressure group under demo- 
cratic government. 

A final word. Unionism means a new government in industry. Any gov- 
ernment is what that government does with its problems. Employers should 
accept the principle of collective bargaining in good faith. Labor organiza- 
tions must be alive to their responsibilities to industry and to the consuming 
public as well as to their members. While militant on occasion, they must 
be codperative in production. There should be a reasonable correspondence 
between wages in different industries if a sound economy is to be realized. 
Perhaps all this is too much to expect from pressure groups, with or with- 
out collective bargaining. Government must step in; it has and will remain. 
Government should provide the indispensable chilled steel tools—that is, 
unquestionable data on wages, hours, turnover, costs, etc.—and adequate 
machinery for conciliation, mediation and voluntary arbitration, to smooth 
the way for joint dealing to the end that the unsocial powerful may be 
held in check and that reason may be permitted to prevail. Given reason 
and good faith, out of this welter of collective bargaining there may pos- 
sibly emerge desirable social habits in industry. 

Harry A. MILLIs 

University of Chicago 
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|, change in the national aggregate and not a mere shift from one kind of 


CUMULATIVE EFFECTS OF CHANGES IN AGGREGATE 
SPENDING AS ILLUSTRATED BY PUBLIC WORKS 


Paper presented at | Table Conference of the American Economic Associa- 


tion and the American § Association at Chicago, Illinois, December 27, 1934. 
Cumulative effects of ses in aggregate spending are suggested by business cycles, 

and by the effects of Allied purchases in the United States in 1915-16. Indirect primary 

effects of construction out ure probably about equal to direct primary effects, but some 


are likely to be deferred. Secondary effects are approached via the Kahn-Keynes theory of 
successive dwindling cycl f income and spending, and via the volume of money and its 
circuit velocity. The fo: sis gives ground for expecting large cumulative effects 
within the first year, aft ther factors become decisive. 
Introduction 

The above title has been worded with some care to define the subject of 
this study. The principle is not confined to public spending, though public 
works constitute the instance commanding most attention at present; and 
it is public expenditures, of course, which can be positively controlled and 
so used as an instrument for the maintaining of general purchasing power. 
On the other hand, the principle 7s confined to expenditures which involve a 


spending to another—from spending for capital goods to spending for 
consumers’ goods or vice versa, or from private to public spending or the 
reverse. If the government, either by borrowing or taxation, acquires funds 
which would otherwise have been spent privately, the public spending of 


those funds is a mere shifting, not an increase in the aggregate. But if gov- 
ernment acquires funds which would not otherwise have been spent (and 
borrowing is the more likely method of doing this), then when it spends 
these funds it does increase the aggregate. Such expenditures I shall call 


“expansionary.’’ They may or may not involve literal monetary inflation. 

We have here to deal with the theoretical problem of the cumulative 
effect of such aggregate changes. Such cumulative effects do a certain 
amount of violence to common-sense theories under which two plus two 
always equals four. In this realm of common sense, if more is spent on one 
thing, there is less to spend on something else; and if more is to be spent 
on capital goods, more must be saved and less spent for consumption. But 
quantitative studies show us that we reach our largest consumption. at the 
same time when we are also making the largest investments in_tangible 
capital goods, and they strongly suggest that, by spending more for one 
thing, the economy as a whole may have more left to spend on other things 
and not less, at least in the short run. It is on this hypothesis that the govern- 
ment has been attempting to stimulate business by a tremendous program of 
public works. 

Corroboration of a general and tentative sort is found in the main facts 
of business cycles. Here (without probing for ultimate causes) there seems 
to be a primary change in aggregate spendings, usually by businesses, with 
resulting changes in incomes and in individual spendings, which react again 
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upon business spendings in cumulative fashion. The course of cycles also 
suggests that these cumulative effects do not go on without limit, but exhaust 
themselves. These facts may have served to suggest the theory of dwindling 
successive impulses with a limited aggregate sum, which is discussed below. 
This theory in itself does not account for the final reversal of the movement, 
but it might form a part of a theory accounting for this reversal. 

It is not easy to find a case in which a measurable primary change in 
spending can be isolated as a dominant active cause of the observed results; 
but possibly these conditions may be approximately fulfilled by the effect 
of Allied purchases in the United States during 1915-1916. These_pur- 
chases were presumably the main primary cause of an enormous increase of 
production and national income, We were able to send abroad several 
billions of dollars’ worth of goods, to make large additions to our industrial 
plant, and in addition to have more real income left for domestic consump- 
tion than ever before. The fact that our national economy received no real 
or ultimate payment for the goods sent abroad sharpens the paradox and 
may have been an essential feature of the case, from the standpoint of the 
immediate forces at work. The goods were sold on credit, and immediate 
dollar payment was forthcoming by expansionary methods. According to 
the theory we are considering, our real domestic spending power was in- 
creased, not in spite of sending more goods abroad, but because of it. The 

goods sent abroad were diverted from the domestic market for private con- 
sumption, and in that respect the case was similar to that of public works. 

The real problem of cumulative effects must be distinguished from the 
simpler fact that, for every ten workers engaged, for example in actually 
building a dam, there are others engaged in making cement and excavating 
machinery and steel, and in hauling materials to the site of the dam and 
in numberless incidental services. These are all classed as primary activities, 
those on the site being direct, the others indirect, and all together account- 
ing for the dollars the government actually spends for its dam. When those 
who receive this money as net income spend it again for food, clothes 
or automobiles, we have a new cycle, producing values beyond those of the 
dam the government has paid for. This and all subsequent cycles are classed 
as secondary activities. It is in the Secondary activities that the cumulative 
effects of spending are to be found. 


Indirect Primary Activities 
Indirect primary activity raises no difficult theoretical questions, but is 
mainly a matter of statistical estimate. For the construction industry as a 
whole, direct primary labor appears to absorb about 40 per cent of gross 
income, this amount being fairly steady.t The profits of the construction 


*The study of National Income, 1929-32, issued by the Bureau of Foreign and Domestic 
Commerce, shows 38.6 per cent for 1929 and 40.5 per cent for 1932. 
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but may on the average absorb about 10 per 


Of the 50 per cent which is passed on to indirect 


even-tenths appears to go to labor, at somewhat 


than are paid in construction itself, with the result 


indirect primary activities are probably not far 


loyed directly. Of these, actual manufacture of 
sorbs only a part, and not a preponderant part. 
rpose the question is, not average ratios of total 


used by an increase in volume of construction. 


e must reckon with the fact that the industries in- 
tivities have considerable amounts of overhead costs 


nt. For example, depreciation represents ultimate 
ut such activities may be long deferred, especially 


Furthermore, a policy of minimizing the use 
tends to increase the ratio of direct labor and 
Thus the additional indirect laborimmediately 
icreased public works should be conservatively 
olume of direct primary employment. 
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on the basic concepts used. Therefore the best service a study like the present 
can render is to make clear the implications of the two approaches, and 
especially the assumptions on which each depends. Each affords a first ap- 
proximation and each, when completed, must take into account the facts 
dealt with by the other; therefore in the end the conclusions from the two 
methods should not disagree. Discrepancies between the first approximations 
are due, among other things, to provisionally assuming as constant, factors 
which are actually variable. 

One feature is common to both approaches. They deal in the first instance 
with monetary magnitudes, leaving for separate consideration the question 
how much of the resulting expansion is absorbed. by rising prices and 
how much takes the form of increased physical production and increased 
real incomes. 


The Kahn-Keynes Approach 


The Kahn-Keynes approach involves, when fully carried out, some eight 
essential elements, of which the first four have been systematically de- 
veloped by these writers, the next three left largely to implication and the 
last passed over. 

(1) Expansionary expenditure: Since there is no simple and obvious 
way, short of printing new money, in which government can be sure that 
the funds it acquires would otherwise have remained wholly idle, an estimate 
becomes necessary of the percentage of the public expenditures which is 
really expansionary, considering methods of financing and the state of the 
capital markets. In a depression, public borrowing can easily secure funds 
which private industry would not otherwise use, but as revival proceeds, 
this becomes more difficult. 

(2) A resultant increase in incomes, leading to increased spending 
(secondary) by the recipients. 

(3) “Leakages,” mainly contractionary uses of part of this increased in- 
come, for example, by paying off accumulated debts. This does not mean, as 
sometimes assumed, a cumulative piling up of unspent funds for the 
economy as a whole, since it is merely a partial neutralizing of the opposite 
effect produced by the public financing itself. 

(4) A resultant dwindling series of successive increments of income and 
expenditure. If the “leakages” remain constant, this series to infinity would 
have a finite sum, most of which would be realized in from four to six 
or more cycles, according to the size of the “leakages.” If the leakages are 
Y,, the sum of the series (1 +- 14 +14 . . .) will be double the original 
expansionary outlay; if the leakages are 1/3, the series will amount to three 
times the original amount, and so on. The effect of one original expendi- 
ture will thus exhaust itself fairly soon (except as the “leakages” may re- 
turn to circulation). 
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If the original ex; tures are continued for some time, there will be 
present simultaneously one original expenditure, the first respending result- 
ing from the previous expenditure, the second respending from the one 
before that, and so o: short, a series of the same character as that repre- 
senting the successive effects of a single original outlay and, if the factors 
remained constant, amounting to the same sum. Thus if “leakages” were 
Y/;, there would ultimately be $2 of secondary expenditures added to every 


dollar of original expansionary outlay by the government. 

(5) The time element, representing the number of such cycles which 
may be assumed to take place in a year. This time element has not been 
worked out, so far as I am aware. It is not simple and in particular it is not 
identical with either the transaction velocity or the circuit velocity of money. 
Wage earners may actually get their extra wages before the employer re- 
ceives his pay from the government, and presumably spend most of them 
in a week or two. Dividends are received more slowly, and possibly spent 
more slowly. The spendings may lead to further wage payments almost at 
once; indeed after the process is once started, its effects may be anticipated. 
This part of the time-factor, at least, is not an ordinary velocity concept at 
all, but rather a concept of the speed with which an increase of velocity is 
transmitted. To illustrate the difference, it may take a year for goods to 
move through a chain of production-processes; but an increase of sales 
may result in a speeding-up of the whole chain in a matter of weeks, and 
in these days of telephones it is not physically impossible for the effect 
to be transmitted in a matter of hours. 

For our problem, I | tentatively assumed an average time-factor of 
six cycles per year, or a rate of transmission slower than the transaction- 
velocity of money but iderably faster than its circuit velocity. This may 
imply an increase in the existing average circuit velocity, in case there is 
not literal inflation of the amount of money sufficient to handle the increase 
in business without a rease in velocity. 

(6) The.result is a rising curve, tapering off toward a horizontal asymp- 
tote, the rate of rise being governed by the time-factor and the height of 
the limiting asymptote by the percentage of “leakages.” With “leakages” 
at 1/; and the time-factor at 2 months, continuing and truly expansionary 
expenditures of a mill lollars a day should result within a year in about 
23/, millions a day added to the flow of production. 

(7) Allowance for variation in the factors. Such a process cannot go on 
forever. If it succeeds in stimulating business, this will limit the possibility 
of expansionary borrowing by calling idle funds into use. If it does not 
succeed, debt charges will pile up, soon calling for taxation to meet them 
and again limiting the possibilities of expansionary borrowing. Thus, it is 
hardly useful to carry the approximation represented by the formula beyond 


one year. 
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(8) Counteracting factors. Beside the elements acting on the factors in 
the formula, other outside elements are important, chiefly bearing on the 
effect of such a program on private business. Unlimited deficit financing 
does impair business confidence. And a public works program may bid up 
costs of construction against private enterprise, or prevent them from fall- 
ing low enough to be attractive. Moreover, if an increase of business is 
known to be due to public deficit-spending, which presumably must come 
to an end before long, business may for that reason fail to respond with 
increased expenditures on its durable productive equipment, such as it 
would make if the same increase in business came from purely private 
sources. 

A fair conclusion seems to be that public deficit-spending cannot bear \ 
the whole burden of lifting production from the level of a serious depression 
without going so far as to bring about these deterring effects on private \ 
business. For that reason, estimates of stimulative effects, based on such } 
an approach as the Kahn-Keynes formula, are hardly worth carrying beyond, 
let us say, One year, even as rough approximations. In a longer pull the net 
effects will be decided by factors which cannot be brought within the / 
formula. 


The Approach via Money and Its Circuit Velocity 


If circuit velocity remains constant, public spending can increase the total 
dollar volume of production and of incomes only by increasing the volume 
of ‘‘money,”’ using.that term in the broad sense which includes all means 
of direct dollar payment. The increase would be equal to the volume of 
added “money,” times its circuit velocity. This is the first assumption of 
the more rigorous monetary theories. 

Even an increase in circuit velocity tends to be construed by some as a 
circuit velocity for the added money greater than that of the rest. This 
might be hard to adapt to the limiting case where the amount of added 
money is zero. 

The fact is that circuit velocity fluctuates enormously from prosperity to 
depression, and that at the trough of the present depression it was prob- 
ably not more than two-thirds of normal. Thus there was ample leeway 
for expansion by mere speeding-up, if forces could be set at work tending 
in this direction. This shifts the issue to the ground of whether the forces 
described in the Kahn-Keynes analysis afford adequate causes for an increase 
in circuit velocity. Will velocity be increased by forces acting on volume of 
spendings, or must there be forces acting in some way more directly on 
velocity itself? This goes back to the question what velocity is and what 
governs its changes. 

The long-run trends of velocity appear to depend on the organization of 
production (governing the number of exchanges required to carry through 
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| income) and on people’s habits and prefer- 

s they carry. But monetary velocity is, after all, 

| quantity like the velocities of sound or light: 

of money and flow of income or production; 

| be affected directly by changes in that flow. 

f it tuations are elastic in responding to extreme 
ne of income and production. The World War 
tdinary increase, the present depression an extra- 
forces analyzed, however, imperfectly, in the 

they act on the volume of spending, seem 

x changes in velocity, and thus to be among 

from the monetary approach. 


Conclusions 

; formula, construed with due allowance 

rs, appears to be a valid method of handling a 
specially applicable to results within a limited 
fkect depends on such elements gg the influence of 
sts and on business confrdénce in general, 
| themselves to inclusion in the formula. In 
ments will dominate the outcome. 
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USE OF CREDIT IN SECURITY SPECULATION 


Paper presented at a joint Round Table Conference of the American Economic Associa- 
tion and the American Statistical Association at Chicago, Illinois, December 28, 1934. 


A close relationship has developed in this country between the stock market and the money 
market because of (1) the widespread practice of margin trading in securities and (2) the 
need, especially under a system of small unit banks, for a liquid money market where banks 
may employ reserves and temporary surplus funds. Wide fluctuations in the volume of 
street loans with changes in speculative activity have been a stabilizing influence when they 
offset opposite movements in volume of credit used by business customers of banks; but 
from 1922 to 1927 street loans increased along with other loans and investments of banks. 
The speculative movement was not checked by limitations on the supply of money in 1928 
and 1929, and brokers obtained loans from non-banking lenders. Increase in volume and 
use of credit and diversion of credit into certain uses resulting from the increase in street 
loans affected the volume of production and trade and also the equilibrium of the economic 
system. Absorption of credit by the stock market was less important than creation and di- 
version of credit resulting from market activity. More effective control of stock-market credit 
is necessary for business stability. Adequate control may be exercised over supply of funds 
only by making stock-market activity the principal guide of credit policy. Restrictions on mar- 
gin trading are needed to limit demand for brokers’ loans. New restrictions on both supply 
and demand have been imposed by the Banking act of 1933 and the Securities Exchange act 
of 1934. 

In this country the banking and credit system has been more closely 
related to security speculation than in any other country of the world. The 
market for stock-exchange loans has been our central money market, the 
place where banks and others with loanable funds may generally go and 
find borrowers and from which they may always readily withdraw their 
funds when needed. For a long period in our history this market served 
the function of a central bank. 

Developments in this market have had considerable influence upon the 
operation of the general economic system. Fluctuations in security prices 
and in the volume of speculation, it is true, reflect business developments; 
but fluctuations in the volume of stock-market credit in turn have an im- 
portant effect upon the course of these developments. Throughout the history 
of the country stock market activity has been recognized as an important 
factor in the ebb and flow of business. Attempts have been made to restrict 
its influence by changes in our banking structure and by restrictions upon 
manipulative trading in securities. The events of the past decade indicate 
that earlier attempts along this line did not accomplish their purpose; and 
within the last two years other measures have been adopted which are de- 
signed to diminish the degree of connection between the stock market and 
the credit system. 


Development of the Street Loan Market 


The development of the close relationship between stock trading and the 
credit system has been based in part upon the particular mechanism of 
stock-market trading used in this country and in part upon the peculiar 
nature of our banking system—the one affecting the demand for funds and 
the other affecting the supply. 
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1 respect to the stock-market mechanism there 
h are important: 
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r is required to pay only part of the purchase 
p in securities, and since commission houses have 


Che broker holds title to customers’ securities, and 
his loan. This practice has concentrated the de- 
ntral money market into the hands of a few 

| has thereby enhanced the quality of street loans, 
il loans characteristic of the New York money 
t of the practice of daily settlements of stock-ex- 
this system payments must be met promptly, 
nd now within two days. Brokers must be able 
nay old ones every day, depending upon whether 
receipts Or vice versa. 
.eral characteristics of stock-market credit mecha- 
have encouraged the free use of credit for stock- 
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larket. The solicitation of brokers for trading ac- 
for selling and advertising their services, the 
blicity given to stock-market developments, the 
h which quotations may be obtained, and various 
re facilitate stock speculation through commission 
ire not followed to anything like the same extent 
London Stock Exchange, brokers are exceedingly 
lients, and advertising for business by members 
tically prohibited. The completeness with which 
id the rapidity with which these reports become 

h smaller scale than in this country. The general 


size that in this country stockbrokers, who profit 
ne of speculative trading, are the original grantors 
ire the original borrowers, and that these credits 
on open-book account. Practically the only test 
adequacy of the margin; borrowers are not te: 
notes, and generally little or no inquiry is made 
In London, by contrast, brokers require evidence 
| of full personal responsibility before accepting 
are particularly cautious about carrying ovet 
one term to another, preferring that purchasers 
from banks on their own notes. 


| 
| 


ch 1935 | Credit in Security Speculation 23 
Because of laxity in the precautions taken in this country by commission 
houses in accepting customers, these houses must act promptly on a falling 
market to require new margin or to sell out the customer for lack of 
margin. For the same reason on a rising market the customer can readily 


ave use his enhanced margin to increase his commitments. Because of the prac- 
om tice of selling out, customers’ credits and brokers’ loans have proved to be 
ind safe in practice, but this safety has been attained with the sacrifice of stock- 
de- market and money-market stability. 


Margin trading of this sort on a large scale provides a broad market but 
not necessarily a stable market. In fact it probably exaggerates the effect of 
manipulative operations. Powerful pools by raising the prices of stocks in- 
crease unencumbered margins, thus permitting additional purchases, which 
in turn promote the rising tendency. Bear pools, on the other hand, by 
depleting margins force distress selling, which furthers the declining tend- 
ency of prices. In this manner a movement once started in either direction 
is likely to become cumulative. 


ha- Supply of funds. From the standpoint of supply of funds the credit struc- 
k- ture of this country has had certain characteristics which have encouraged 
rge the free use of credit in stock-market speculation. 

not The New York street loan market, which supplies these funds, is a 


distinctive institution among money markets. Whereas in most: ther central 
money markets of the world banks place their liquid reserves and temporary 
surplus funds principally in the bill market, in this country demand loans 
on stock exchange collateral have generally in the past furnished the prin- 
cipal employment for temporary surplus funds and secondary reserves of 
banks. In other countries banks as a rule place very definite limitations upon 
amounts they will lend for stock-market speculation. 

With our system of unit banking and resulting correspondent bank re- 
lationships and in the absence of central reserve banks, there developed 
early in our financial history a real need for an exceptionally liquid central 
market for demand loans, in which banks could employ their reserves and 
their temporary surplus funds and withdraw them quickly when needed. 
Even under the federal reserve system interior banks have found it desirable 
to keep balances in New York either on deposit or loaned at call; if the 
former, the New York correspondent banks had to have the funds obtain- 
able on demand. 


t re Although it is the general tradition that banks supply their customers’ 
nade needs before placing funds on the street, not all street loans of banks are 
ence made from surplus funds not needed by business customers. Regardless of 
ting customers’ demands, banks must keep some of their funds in readily ob- 
over tainable form; furthermore, brokers may be customers, especially at city 


asers banks; and at times banks have no doubt been attracted to the market by 
high rates. 
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In addition to bank funds there have been other sources of funds for 
street loans. Investment trusts, insurance companies, other financial institu- 
tions and even industrial corporations with temporary surplus funds await- 
ing use, generally found in this market satisfactory employment for these 
funds. Individuals and other brokerage houses also frequently made loans 
on the street. 

Because of certain established customs in handling commercial credits, 
a large bill market did not develop in this country, and the New York call 
money market has most effectively supplied the needed medium for the em- 
ployment of liquid funds. Under normal conditions this market has provided 
a service that has contributed to the smooth operation of our banking and 
credit machinery. Through all sorts of vicissitudes, moreover, brokers’ loans 
have proved to be remarkably safe and have always been readily callable 
on demand. Probably no other money market in the world could have met 
so smoothly the demands that have been placed upon this market. The 
incidental effects, however, upon the stock market and upon general busi- 
ness and credit conditions have not always been favorable. At times they 


have been disastrous. 


Stock-Market Credit and Business Conditions 

There have been in the past wide fluctuations in the volume of street 
loans. From 1921 to 1 they increased from about a billion to over eight 
and one-half billions of dollars, and they subsequently decreased to less 
than half a billion dollars in 1932. At the same time other loans on securities 
increased and decreased by large amounts. Stock-market speculation was 
thus definitely reflected in the volume of credit. Business conditions were 
also influenced by these variations in speculative activity and in credit 
volume. The flow of goods through the channels of production and trade 
was stimulated by the further use of funds which speculators borrowed to 
buy securities and was depressed by the withdrawal of funds from business 
uses when loans were reduced 

Ar. increase in brokers’ loans indicates that brokers, as a group, afe pav- 
ing out more funds than they are receiving, while a decrease means an excess 
of receipts by brokers from customers and others. Brokers’ loans usually 
increase when stock prices rise, in part because new speculators coming 
into the market or old ones using their profits as margins are increasing 
their borrowings from brokers to purchase securities from investors or from 
corporations issuing new shares, and in part because speculators are with- 
drawing their profits. During failing prices, on the other hand, holders of 
stocks must deposit new margin funds or sell out to investors or speculators 
who bring in new m Brokers are thereby enabled to reduce their bor- 


rowings. 
Effect on business. At certain times in the past the traditional practice for 
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banks to shift funds between customers’ loans and stock-market loans has 
probably made the stock market something of a stabilizing influence in the 
general business situation. When customers of banks demanded loans for 
use in production and trade, funds were withdrawn by banks from stock- 
market loans. Liquidation of these loans exerted an influence which more 
or less offset and eventually was a factor in checking expansion in volume 
of production and trade and rising prices. Conversely, in periods of depres- 
sion funds not needed by business customers found use in securities markets, 
with a stimulating influence on production and trade. 

During the past decade, however, these traditional relationships were 
not maintained. From 1922 to 1927 the increase in brokers loans, occurring 
largely in bank loans, represented an increase in the total volume of credit, 
which was based not only upon a growing demand from stock-market 
speculators but also upon the fact that banks had an abundance of funds 
and were seeking borrowers, despite active business. This supply of funds 
came in part from gold imports, in part from a shifting of deposits from 
the demand to the time category, which released reserves, and in part from 
the fact that corporations and other business borrowers were financing their 
needs more largely from their own resources or from the proceeds of new 
capital issues than from short-term bank loans. 

In 1928 and 1929, on the other hand, the supply of funds available to 
banks was reduced by federal reserve bank open-market operations and for 
a while in 1928 by gold exports; banks withdrew funds from street loans 
and sold some of their investments. Their loans to customers increased, 
representing in part large business demands and in part speculation in 
securities by customers. In these years the continued increase in brokers’ 
loans was supplied by non-banking lenders, a new element in the situation. 
Although total bankers’ loans increased substantially, there was no increase 
in the volume of bank deposits. Business, however, continued exceptionally 
active during 1928 and the first half of 1929, an activity that was reflected 
in increased turnover of available deposits rather than in larger volume of 
deposits. 

Through this period, however, weaknesses were developing in lines which 
did not obtain funds, directly or indirectly, through stock-market channels. 
Mortgage money was scarce; rates on customers’ paper and on customers’ 
loans of banks increased, and rates on acceptances rose. Higher money rates 
in this country as well as stock-market speculation attracted funds from 
abroad and caused serious dislocation in foreign money markets. 

From June to September, 1929, when there was the last great spurt in 
the stock-market boom, there is evidence that stock-market speculation was 
financed largely by a self-contained and self-generating supply of funds, 
obtained from lenders who had in turn obtained them by selling stocks 
to margin traders. Stock-market activity and prices rose to phenomenal 
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credit and may divert funds from some uses into others and thus upset the 
equilibrium of the economic system. 

6. To the extent that stock-market loans are made by corporations and 
others from the proceeds of securities sold to margin traders, a self-contained 
credit system may be set up which will have but an indirect effect upon the 
use of money in production and trade. 


Control of Stock-Market Credit 


There is no easy solution to the problem of controlling fluctuations in 
stock-market credit. Trading in securities is an important aspect of the 
operation of our economic system; security trading has no doubt been an 
aid in supplying the tremendous amount of capital needed for development 
of this country. The free and easy flow of investment funds into business 
use is facilitated by the existence of an active securities market. The opera- 
tion of this market requires and is entitled to a certain amount of short-term 
credit, just as credit is required in the distribution of goods. The use of a 
moderate and relatively stable volume of credit in security trading cannot 
be seriously criticized. The dangers arising from the use of credit in stock- 
market speculation grow out of the extreme fluctuations that characterize 
these markets. 

From the standpoint of the banking system, also, the street loan market is 
a useful institution. As long as we have a unit system of banking it will be 
necessary for banks to maintain correspondent relations in money centers, 
or to have otherwise available a supply of funds which can be immediately 
called upon to meet customers’ demands. The street-loan market has fulfilled 
these requirements in an eminently satisfactory manner. From the banks’ 
standpoint the defects in the market are not that street loans are unsafe, but 
that the economic consequences of these loans are undesirable. 

Control of supply. Most proposed and attempted methods of controlling 
stock-market speculation have been directed at the supply of funds. It has 
been emphasized that this is a task of the federal reserve system. By open- 
market operations the federal reserve banks can increase or ¢ecrease the 
supply of reserve funds available to member banks. Since expansion and 
contraction of street loans by banks reflect changes in their surplus funds, 
it is said that control over the surplus is all that is needed. Experience shows, 
however, that once a speculative movement has begun, it may not be so 
easily checked. Withdrawal of bank funds results in an increase in money 
fates, and not only banks but other lenders are attracted to the market. 
When there are opportunities for large profits, speculators are not retarded 
by high money rates. 

Furthermore, as previously explained, not all of the street loans by banks 
tepresent surplus funds. Brokers are also customers of banks and receive 
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consideration as such. Banks in New York also feel responsibility for main- 


taining stability in their money market; and when other funds are withdrawn 
quickly, in order to prevent a crisis, New York City banks will supply the 
demand. 

For these reasons 1er methods than open-market and discount-rate 
policy have been adopted or proposed to control expansion in street loans, 
The Banking act of 1933 instructs the federal reserve banks to keep in- 
formed of the character and amount of investments of member banks and 
under certain conditions the Board may suspend any member bank from 
use of the credit facilities of the system or place specified limitations on its 
discount privileges. 

Restrictions placed by the Banking act of 1933 upon bank relations with 
security affiliates and with security dealers are designed to reduce the amount 
of direct interest that a bank may have in security markets. Limitations im- 
posed by that Act on interest that may be paid by banks on deposits may tend 
to decrease the supply of funds available for lending in securities markets, 
Brokers’ loans by non-banking lenders are now prohibited by provisions of 
the Banking act of 1933, the Securities Exchange act of 1934, and clearing- 
house regulations. 

The proposal that member bank reserves be based in part on velocity of 
turnover as well as on volume of deposits would also restrict the volume of 
funds available for lending, particularly by banks in communities where a 
speculative movement is centered. 

The recent development of a large market for short-term Treasury bills, 
which now total nearly $2,000,000,000, supplementing the supply of bank- 
ers’ bills, might also be an influence in detracting from the importance of 
street loans in the employment of liquid funds of banks. 

With its previous powers and with the additional restrictions that have 


been imposed by certain recent legislation, the federal reserve system could 
probably exercise effective control over the amount of funds available for 


stock-market speculation. In order to accomplish this purpose, however, it 
would be necessary at times to make developments in the stock market the 
chief basis for policy. It is undesirable that the general credit policy of the 
country should be based upon the fickle fortunes of speculation. In order to 
control speculative movements pressure must be exerted early in the de- 
velopment of that movement and at a time when the general business situa- 
tion may indicate no need for restriction. Control over supply, therefore, 
needs to be supplemented by control over the demand for funds and in 


particular control over that portion of the demand that itself arises from 
undue speculative activity 

Control of demand. The demand for stock-exchange loans could be di- 
minished by placing such severe restrictions upon the stock market that all 
types of trading would be penalized. The same end, however, might be ob- 
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tained simply by restrictions on margin trading which would discourage the 
building up of large speculative commitments, by traders operating on credit. 
Both of these approaches have been adopted in the Securities Exchange act 
of 1934. 

The margin provisions of this Act are automatically flexible and are so 
designed as not to discourage trading at times when security prices are low 
and to place increasing restrictions on margin trading as prices rise. Under 
the margin formula expressed in the Act and adopted by the Federal Reserve 
Board a broker may at any time make a loan of as much as 100 per cent of 
the lowest market price of a security within the preceding three years, but 
the loan may not exceed 75 per cent of the current market value nor is it 
required in any case to be less than 55 per cent of the current market value. 
The result of this formula is that small margins are required on securities 
which are relatively low in price or on those which fluctuate within narrow 
limits, whereas on securities which have risen considerably high margins are 
required. This system of requirements serves to restrict the amount that can 
be borrowed on securities that are likely to be speculative favorites. Another 
effect is to restrict the practice of pyramiding; the price of a security may 
rise from 133 to 182 per cent of its basic low point without any increase in 
the amount that can be borrowed. Similarly, the formula will lessen the 
necessity for forced liquidation; the price may fall from 182 to 133 without 
requiring that additional margin be obtained. The Board has power to 
change these requirements when necessary. These features should be a factor 
in stabilizing securities markets, the alternate expansions and contractions 
of credit that arise from their fluctuations, and the consequent ebb and flow 
of business. 

It is not within the scope of this paper to discuss other features of the 
Securities Exchange act which place limitations upon trading and require 
that fuller information be provided by corporations to their stockholders. 
These features should also serve to restrict the volume of margin trading 
and to diminish extreme fluctuations in speculative activities. 


Conclusion 


Thomas Paine is responsible for the statement that “‘credit is suspicion 
asleep.” Events in this country during the past decade indicate that a stock- 
market boom is a most powerful soporific to human suspicions, while a de- 
cline in the market is an equally powerful arouser of suspicions. The stock- 
market and money-market mechanism in this country encourage the use of 
credit in stock speculation. The credit thus put into use becomes an active 
and positive factor in determining the course of economic developments in 
general. Once such a movement has started, ordinary restrictions upon the 
bank-credit supply may prove insufficient to check it, because of the intensity 
of speculative enthusiasm and in part because the stock market has the 
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AN ANALYSIS OF THE GOVERNMENT'S FINANCIAL REPORTS, 
WITH SPECIAL REFERENCE TO THE DEFICIT 


Paper presented at the Round Table Conference (joint meeting with the American 
Statistical Association) at the forty-seventh annual meeting of the American Economic 
Association, Chicago, Illinois, December 27, 1934. 

A true system of governmental accounting must permit distinction between revenue 
receipts and non-revenue receipts, governmental cost payments and non-governmental cost 
payments, gross debt and net debt, and proprietary funds and trust funds. Although the 
fnancial reports of the United States do not exhibit all these features as clearly as might 
be desired, it is possible to make a true analysis and reconciliation from the officially re- 
ported figures. Such an analysis for the fiscal year 1934 is presented in this article. Official 
reports generally exaggerate the annual deficit by treating statutory debt retirements as cost 
payments. On the other hand, the position of those who claim that the Treasury should 
treat its expenditures for financing the Reconstruction Finance Corporation and other “in- 
vestments” and its outlays for public buildings and other structures as capital items, thus 
greatly reducing the annual deficits, is found to be untenable. Similarly erroneous is the 
attempt to reduce the net public debt by offsetting “assets,” such as the inter-allied debts 
and investments in “subsidiary corporations” of the government. 


The federal budget is the gauge which indicates the state of the national 
finances and furnishes the basis for judgment as to future financial policy. 
In recent years this gauge has come into special prominence, with important 
issues depending upon the interpretation of its readings. And in this situa- 
tion there are those who affirm that the gauge is functioning imperfectly—in 
particular, that the needle on the deficit indicator inclines to jump far above 
the true figure,’ or that the gauge has been wrongly adjusted, to the preju- 
dice of the taxpayers’ interests. For instance, at the 1932 meeting of the 
American Statistical Association, Dr. Isador Lubin asserted: 

The Bureau of Internal Revenue would never think of allowing a private cor- 
poration to charge to current operating expenses the items which the federal 
Treasury includes in its operating accounts. The practice of charging loans and 
investments to current expenditures is neither good accounting practice nor just 
treatment of the present taxpayer. The taxpayer whose income is already heavily 
depleted should not be compelled to bear the burden of meeting federal outlays 
which take the form of loans to business corporations and farmers and which are 
expected to be repaid. Nor is it just to make the 1932 taxpayer pay the entire cost 


of permanent federal construction, just because certain projects happen to have 
been undertaken this year.? 


As a matter of fact, the financial records of the United States Treasury 
undoubtedly are complicated and not easy of interpretation by the layman. 
If to this there be added an uneasy feeling that the accounts may not be alto- 
gether trustworthy, it is high time that the matter was investigated. The pres- 
ent essay is offered in the hope that it may contribute something to clearing 
up a difficult subject and perchance to smoothing the rough road of other 
investigators in this field. In particular there ought, in these days, to be no 
ambiguity as to what is the true amount of the federal deficit. 


RoE for example, the article by Professor Haig in the Yale Review, winter issue, 1933. 
Quoted from Dr. Lubin’s advance summary of his address. 
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In accounting for the financial operations of government, the first indis- 
pensable requirement is that clear distinction be made between revenue te. 
ceipts and non-revenue receipts and between governmental cost payments 


and non-governmental cost payments. 

Revenue receipts may be defined as those receipts of money or its equiva- 
lent which cause a real increase in the government's assets without a corres- 
ponding increase in its liabilities or cause a decrease in its liabilities without 
a corresponding decrease in the assets. Typical of the first sort are the pfo- 
ceeds of taxation or f the second sort, comparatively rare, is exemplified 
when a government receives a current payment due it, not in cash, but in 
evidences of its own debt, which it may then cancel. All other receipts are 
non-revenue. They do not result in a net increase in assets. The typical case 
is money derived from borrowing. 

Two types of payments are similarly distinguished. Governmental cost 
payments are those payments of money or its equivalent which cause a real 
decline in the government's assets without a corresponding decrease in the 
liabilities or an increase in its liabilities without a corresponding increase 
in the assets. All ordinary payments of expense are of the first sort; the 
second, comparatively rare, would occur in case a government should pay 
for a current expenditure by delivering an evidence of its own debt. All 
other payments are non-governmental cost payments. The typical case is 
money paid for retirement of the government’s debt. 

Also included among non-revenue receipts and non-cost payments are all 
operations in the trust funds which the government may administer, as well 
as all transactions between departments of the government, commonly 
called ‘“‘transfers.’’ These latter should eventually cancel out in the ultimate 
statements. 

For the purpose of learning how the government is faring financially— 
whether it is paying its way, or earning a surplus, or operating at a deficit— 
of passing judgment upon the finances, or of shaping financial policy, it is 
the revenue receipts and the cost payments and their balance which are of 
chief significance. And unless the non-revenue and non-cost items are rigor- 
ously segregated, the accounts will fail to serve these purposes. 


The second indispen distinction in governmental accounting is that 


between gross debt and net debt, the latter being simply the former reduced 
by the amount of cash and equivalent assets belonging to the government. It 
is the net debt which has chief significance in displaying the government's 
financial condition or its financial progress during a period of time. 

Of course this formulation of accounting concepts is not original with 
me. It was stated clearly and at length in 1907 by the United States Census’ 


in connection with the classification of accounting terms employed in its 


* Special Reports of sus Office, 1907, Wealth, Debt, and Taxation, Part IV, & 
pecially pp. 953-962. 


1935] The Government's Financial Reports 33 


work upon the financial statistics of states and cities. Professor W. F. Wil- 
loughby has set forth clearly the analysis which I am emphasizing and has 
applied it to the financial operations of the United States government from 
1921 to 1930.* 

The United States Treasury has not seen fit to adopt whole-heartedly the 
clear and simple accounting principles developed and applied by the Bureau 
of the Census. It is true that in the annual reports of the Secretary of the 
Treasury certain receipts are labeled “‘non-revenue receipts.”” But this distinc- 
tion is of no service, since it implies a form of capital accounting which the 
Treasury does not use, and since it is not matched by corresponding non-cost 
items on the payments side of the account. Indeed, the Treasury reports 
would be clearer if this half-hearted segregation of ‘‘non-revenue’’ receipts 
were abandoned. As the Treasury keeps its accounts, these items—excepting 
only the trust funds—are really revenue receipts. 

The Annual Report of the Secretary of the Treasury on the State of the 
Finances presents a table (e.g., Report for 1934, Table 4, pp. 298-305) 
showing the “ordinary receipts,” ‘“expenditures chargeable against ordinary 
receipts,’ and surplus or deficit for each fiscal year from 1789 to date. Postal 
revenues and expenditures, except for each year’s postal surplus or deficit, 
are excluded from ordinary receipts and the corresponding expenditures. 
Otherwise ordinary receipts are all receipts except proceeds of borrowing, 
and expenditures chargeable against ordinary receipts are all payments ex- 
cept payments to retire debt (with one exception, to be later noted). For 
1934 the totals are reported as follows:* 


Ordinary receipts $3,277,733,940 
Expenditures chargeable against ordinary receipts 7,243,725,625 
Deficit 3,965,991,685 


One who desired a historical record of the successive annual deficits or 
surpluses would turn naturally to this table. Let us see how true the record 
would be. 

In the first place, reference to the sub-title of the table will disclose that 
in these figures the trust fund accounts are included. The United States gov- 
ernment keeps its accounts in three groups of “fund accounts”; 7.e., the 
“general fund accounts,” “‘special accounts,” and “trust accounts,” now 
sometimes called “trust and contributed accounts.”” The first two are pro- 
prietary funds—assets of the government. The third is not. However, all 
receipts of the government are covered into the “General Fund of the Treas- 
pe W. F. Willoughby, Financial Condition and Operations of the National Government, 

921-1930. 

‘For the sake of better aiding any student who may be inclined to use this essay in 

checking his researches in the official accounts, I have generally given the exact figures, not 


rounded off (cents omitted and rounded off). All figures from the Treasury reports are, 
uniess otherwise specified, on the basis of Daily Treasury Statements (unrevised). 
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ury,” and all payments are made from this fund.* Including the trust ac- 
count transactions among the receipts and expenditures means that to this 
extent the figures in this table fail to show true revenue receipts, cost Pay- 


ments, or surplus or deficit. Examination of the detailed tables for particular 
years will show general, special, and trust funds properly segregated; and, 
beginning with the year 1931, the Treasury Department has separated the 
trust funds from the other funds in its daily statements, thus conforming to 
the practice followed by the Bureau of the Budget. Only in the historical 
tables does the Treasury Department continue to include the trust funds in a 


composite of all accounts, doing so in order to afford comparison with the 
years before 1931, when no separation of funds was reported." 

There is a further complication in the accounts for 1934, due to the man- 
ner in which the Treasury Department has accounted for the “increment 
resulting from reduction in the weight of the gold dollar.” The results of 
this act are shown as a receipt in 1934 of $2,811,375,757 and an mi 
“chargeable against increment on gold exchange stabilization fund” o 
$2,000,000,009. In the detailed tables for 1934 these transactions are car- 
ried in a separate account and treated the same as the “trust and contributed 
accounts,”’® but they ws e not been included, with those accounts, in the his- 
torical table (pp. 298-305). The increment resulting from reduction in the 
weight of the gold dollar is still, as it were, suspended in mid-air. The Treas- 
ury has not yet chosen to regard this item of $2,811,375,757 as an ordinary 
receipt; and its receipt does not serve to reduce the general and special fund 
deficit for the year. In fact $2,000,000,000 appear as having been expended 
—paid to the “exchange stabilization fund.” This sum is not carried in the 
Treasury’s general fund, but is on the outside, like the gold securing gold 
certificates or the greenback reserve. It is only the balance—$811,375,757— 


which affects the surplus or deficit of the “trust and contributed funds”® or 
of all accounts combined 

Correcting our foregoing statement by excluding the trust fund accounts, 
we have the following statement for the fiscal year 1934:™ 
Ordinary receipts $3,115,554,050 
Expenditures chargeable against ordinary receipts 7,105,050,085 

Deficit 3,989,496,035 

The official reports properly exclude operations in the principal of the 
public debt from the accounts of ordinary receipts and the corresponding 
payments, save for one important exception. The Victory Liberty Loan act 

* Report of the Secretary of the Treasury, 1934, pp. 274-275. 

"Cf. Report of the Secretary Treasury, 1933, p. 299. 

® Cf. Report of the Secretary of the > Treas sury, 1934, pp. 296-297. 

Idem., pp. 22-23. 

Idem., p. 367. 


™ Idem., pp. 20-22, 2 
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of 1919 set up machinery for retirement of the World War debt. This act 
requires an annual appropriation for the sinkirg fund, beginning July 1, 
1920, of (1) a sum equal to 214 percent of the amount of the Liberty bonds 
and Victory notes outstanding on July 1, 1920, less the amount of foreign 
government obligations held by the United States on that date (this is a 
constant amount of $253,404,865), and (2) an amount equal to the interest 
that would have been payable during the fiscal year on debt previously re- 
tired out of the sinking fund. Recent legislation provides additional sinking 
fund appropriations, beginning with the fiscal year 1934, to the amount of 
21/, per cent of expenditures for public works under the Emergency Relief 
and Construction act of 1932 and the National Industrial Recovery act.” 
These amounts are devoted annually to retirement of the war debt. In addi- 
tion the following receipts are under authority of law devoted annually to 
debt retirement: cash repayments of principal of foreign debts; bonds, etc., 
received in repayments of principal or interest of foreign debts; bonds and 
notes received in payment of estate taxes; federal reserve bank franchise 
taxes; net earnings of federal intermediate credit banks; and miscellaneous 
gifts, forfeitures, etc."* The sum so expended for debt retirement in 1934 
was:** 


Sinking fund $359,490,900 
Received from foreign governments under debt settlements 357,850 
Forfeitures, gifts, etc. 15,343 

Total 359,864,093 


These debt retirements are a continuing obligation upon the Treasury, 
and the specified sums are annually devoted to debt retirement, even in years 
when there is an operating deficit and the money therefor has to be bor- 
rowed. The Treasury classifies this required expenditure as an ‘expenditure 
chargeable against ordinary receipts.” Obviously it is not a cost payment, 
since its payment causes an exactly equal reduction in the national debt. Cer- 
tain relatively small sums were so charged in 1918, 1919, and 1920. The 
annual amount of such expenditures since July 1, 1920, has averaged nearly 
half a billion dollars ($464,433,000).* 

Excluding this item from the officially reported expenditures leaves the 
true account of revenue receipts and cost payments for 1934 as follows: 


Ordinary receipts $3,115,554,050 
Expenditures chargeable against ordinary 
receipts $7,105,050,085 
Less debt retirement 359,864,093  6,745,185,992 
Deficit 3,629,631,943 


2 Cf. Report of the Secretary of the Treasury, 1933, p. 12. 
Report of the Secretary of the Treasury, 1934, pp. 10, 367, 368. 

“Idem., pp. 293, 295, 311, ete. 

" Idem., p. 367. 
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By including the statutory debt retirement in “expenditures chargeable 
against ordinary receipts,’ the Treasury accounts exaggerate the cost pay- 
ments and, in the first instance, the annual deficit by this amount. This point 
has of late been receiving some official recognition. Beginning with the 
1933 report, the Annual Report of the Secretary of the Treasury in one 
table in connection with the ‘‘estimates of receipts and expenditures” after 
calculating the deficit in the traditional manner, subtracts the amount of 
the debt retirement that was included in the expenditures chargeable 
against ordinary receipts, thus showing the true deficit. The Daily State. 
ments of the United States Treasury have been making this correction since 
June 30, 1933. The Bureau of the Budget shows the true deficit, either by 
deducting the statutory debt retirement from the deficit as first calculated 
or by excluding it from the expenditure.**7 While the initiated can now 
readily determine the true cost payments and the true deficit from the official 
reports, one must always be on his guard against those official accounts in 
which debt retirement has not been allowed for, as well as the occasional 
accounts in which trust funds are not properly segregated. 

A ready means of checking the true surplus or deficit in the financial op- 
erations of government is to note the change in the public debt between the 
beginning and the end of the fiscal year. But it must be the net debt, not the 
gross debt. The net debt is determined of course by subtracting from the 
gross debt the net balance of the general fund, sinking fund, and any other 
funds which are assets of the government. In the case of the United States 
government, this means the ‘‘general and special accounts.” 

Here we encounter another difficulty in dealing with the official reports, 
owing to their failure to present any true statement of the net debt. Ordi- 
narily only the gross debt is reported in the annual reports of the Secretary of 
the Treasury.** When any any ance is made, as in the Daily Statements of 
the Treasury and in the Budget Message, it is the entire general fund balance 
that is deducted from the gross debt.?® This does not give the true net debt, 
since funds which are not assets of the government have been deducted. For 


example, the gross and adjusted debt at the beginning and end of the fiscal 
year 1934 are thus officially reported :*° 
June 30,1933 June 30, 1934 

Gross debt $22,538,672,560 $27,053,141,414 
Net balance in general fund 862,205,221  2,581,922,240 
Gross debt less balance in general fund 21,676,467,339 24,471,219,174 

% Annual Report of the Secretary of the Treasury, 1933, pp. 19-21; Idem., 1934, pp. 
20-23. 

™ Message of the President Transmitting the Budget for 1935, pp. vi, vii, ix, A7; The 
Budget of the United States Government for 1936, p. x. 

* Report of the Secretary of the Treasury, 1934, pp. 7, 22, 367, etc. 

* Cf. Message of the | nt I've insm™m paante the Budget for 1935, p. A7; The Budget 
of the United States Government for p. Al6. 


* Daily Statement of the United hae re June 30, 1934. 


Idem., p. 367. 
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The increase in the debt so adjusted during the fiscal year was therefore 
$2,794,751,835. Of course this will not agree with the year’s deficit. There 
were on these two dates trust fund assets and “increment on gold” in the 
general fund amounting to $76,153,141 and $911,033,248.** If these 

amounts are excluded and only the balances in the government's proprietary 

accounts—general funds and special funds—are deducted from gross debt, 
we have the following determination of net debt at the beginning and the 
end of the fiscal year 1934.7? 


June 30, 1933 June 30, 1934 


Gross debt $22,538,672,560 $27,053,141,414 
Balance in general and special accounts 786,052,080  1,670,888,992 
Net debt 21,752,620,480 25,382,252,423 


These figures show the true net debt, and the increase during the fiscal 
yeat—$3,629,631,943—agrees precisely with the deficit from the year's 
operations as calculated from the revenue receipts and cost payments. It will 
be noted that the increment on gold is still regarded as a special non-pro- 
prietary fund. 

Although the true revenues and costs of government and the correspond- 
ing net debt are of chief significance—as showing how the government is 


Receipts 
Revenue receipts $ 3,115,554,050 
Non-revenue receipts 
Trust and contributed funds $ 162,179,890 
Increment on gold 2,811,375,757 
Total 2,973,555,647 
Public debt receipts 13,582,982,412 
Total non-revenue receipts 16,556,538,059 
Total receipts 19,672,092,109 
Payments 
Governmental cost payments 6,745,185,992 
Non-governmental cost payments 
Trust and contributed funds 138,675,539 
Chargeable against increment on gold 2,000,000,000 
Total 2,138,675,539 
Public debt payments 9,068,513,558 
Total non-governmental cost payments 11,207,189,097 
Total payments 17,952,375,089 


™ Message of the President Transmitting the Budget for 1935, p. A7; The Budget of 
the U nited States Government for 1936, p. Al4. 

* Message of the President Transmitting the Budget for 1935, p. A7; The Budget of 
the United States Government for 1936, pp. Al4, Al6. 
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of the United States Government for 1936, p. A16. 
* Daily Statement of the United States Treasury, June 30, 1934. 
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faring financially—it is a matter of importance to have a true classification 
of all receipts and payments and their essential inter-relations. In the fore- 
going table (p. 37) the accounts for the fiscal year 1934 are thus pre- 
sented 

The analysis of the year’s financial operations is completed by the follow- 
ing data as of the beginning and end of the fiscal year: 

Tune 30, 1933 June 30, 1934 Change 
Gross debt $22,538,672,560 $27,053,141,414 +4,514,468,854 
Balance, general and sp 786,052,080 1,670,888,992 -+884,836,912 
Net debt 21,752,620,480 25,382,252,423 +3,629,631,943 
Balance, trust and cont: ed funds 76,153,141 911,033,248 -+834,880,107 
General fund balance (all f 862,205,221 2,581,922,240 +-1,719,717,020 

We now have a true picture of the net results of the government's fiscal 
operations during 1934. The difference between the cost payments and the 
revenue receipts is the year’s deficit; it agrees with the increase in the net 
debt. The trust and contributed fund receipts and payments (including in- 
crement on gold) evidently agree with the change in the assets of the trust, 
etc., funds held in the Treasury’s general fund. The public debt receipts and 
payments (principal—not interest, of course) are swollen by the frequent 
issue and retirement of short-time debt and funding operations. Only the 
net balance is of great significance. The excess of debt receipts over debt 
payments, $4,514,468,854, agrees precisely with the increase in the gross 
debt during the year. The totals of all receipts and payments show an excess 
of receipts over payments of $1,719,717,020, which necessarily agrees with 
the increase in cash on hand in the Treasury (all funds). It appears that the 
government has incre | its gross debt by $884,836,912 more than was 
needed to meet the year’s deficit; 7.e., the amount by which revenue receipts 
fell short of cost payments. This excess borrowing measures precisely the 
growth in the government's cash assets during the year (still excluding the 
gold increment fund ) 

The necessity of the adjustments thus far indicated is, I believe, a matter 
of fact, not of opinion. But there is a school of thought which claims that 
these adjustments are not enough, that they still leave a grossly exaggerated 
picture of the net debt, the cost of government, and the operating deficit. 
It is pointed out that t nited States government frequently makes invest- 
ments, as in the loans to its allies during the World War, or in the purchase 
of stock and notes of the Reconstruction Finance Corporation. Money so 
spent, it is urged, should not be counted as a governmental cost, but should 
be treated as a capital n-governmental cost) expenditure, after the man- 
ner of private busi: ounting. As a necessary corollary, such invest- 
ments on hand at any t should be regarded—along with the cash balance 
—as assets offsetting the gross debt. 

= Daily Statement 5 Treasury, June 30, 1934; Annual Report of the 


Secretary of the Treas: p. 294-297, 316. 


ee States Government jor 1750, p. 414. 
* Message of the President Transmitting the Budget for 1935, p. A7; The Budget of 
the United States Government for 1936, pp. Al4, A16. 
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As a matter of principle there can, I think, be no doubt of the soundness 
of this contention in those cases when there is actual purchase of bona fide 
investments and where also, following further the practice of business ac- 
counting, the investments are carried at their true market value or are ac- 
companied in the accounts by proper reserves for depreciation and losses. 

But when we undertake to apply this principle to the finances of the 
United States government, we must watch our step. Professor Willoughby, 
for example, whose valuable contribution to clear thinking on this general 
subject I have already acknowledged, sets up a balance sheet for the United 
States Treasury for the years 1921-1930. To the gross debt as officially 
stated he adds, properly, a few hundred millions of “current liabilities” in 
the form of accounts payable. On the asset side he finds, beside the ‘‘current 
assets” (7.e., cash balance in the Treasury), certain ‘‘capital assets,” consist- 
ing of (1) foreign government obligations, (2) some dozen forms (at one 
time or another) of “securities of subsidiary corporations” (such as stock of 
the Merchant Fleet Corporation, federal land banks’ bonds and stocks, etc.), 
and (3) a number of loans and other securities. The total of these capital 
assets runs during this period in the neighborhood of 12 to 13 billion dol- 
lars.2* Striking a balance, Professor Willoughby discovers that the national 
debt, instead of ranging from 24 billions in 1921 to 16 billions in 1930, as 
officially reported,”* actually was only 101, billions in 1921 and less than 4 
billions in 1930. A little less than half a billion of the reduction, on the 
average, is due to the undoubtedly proper offset of cash balances; the rest 
comes from the government's investments or “‘capital assets,’’ of which ob- 
viously the one predominating item is 12 billion dollars, approximately, of 
inter-allied debts. 

As a necessary corollary to such a balance sheet, the sums expended in 
acquiring these capital assets should be accounted, in the years when spent, 
as non-cost payments. For example, the cost of the World War to June 30, 
1921, would be reduced from $25,729,000,000, as officially reported,”° to 
about 1214 billions. 

Now while there is, I think, real value in such a balance sheet, it must be 
evident that, taken at its face value, it cannot but present a most unreal pic- 
ture of the financial condition of the United States in any year from 1921 to 
1930. The simple fact is that these capital assets, as a whole, were not worth 
their face value. It was always more than probable that some of the money 
invested in these “subsidiary corporations” was destined to be lost, as we 
now know that it was lost. As for the inter-allied debts, ultimate payment 
Was never certain and was becoming increasingly doubtful during this per- 


*W. F. Willoughby, Financial Condition and Operations of the National Government 
1921-1930. Table on pp. 24-27. 

“ Report of the Secretary of the Treasury, 1934, p. 350. 

* Idem., p. 392. 
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iod. To have carried these assets at their face value—principal and accrued 
interest—up to the year 1930 would have been naive indeed. Professor 
Willoughby, in a footnote, recognizes the possibility of non-payment of 
some of the foreign government debts. But a footnote is not enough. Ac- 
counts should record realities. 

If the government, following the analogy of private business accounting, 
is to set up certain capital assets to offset its debt, then it should follow the 
business example the whole way, recording its assets at their actual values, 
determined after taking account of the chances of loss and discounting to the 
present the value of expected future reimbursements. Not all of the govern- 
ment’s so-called capital assets could ever have qualified as bona fide invest- 
ments. And of thcfe that could so qualify, the write-down, originally and 
with the passage of{time, would frequently have had to be drastic. Consider 
the inter-allied deb{ls. Whether or not the Treasury would have been justi- 
fied in regarding tim originally as a bona fide investment, we now know 
that, some time bet¥feen then and the present, sound accounting would have 
been compelled to ‘JRite off nearly the whole 12 billion dollars. These write- 
offs would, on this{accounting basis, have appeared as governmental cost 
payments in the yea: , when they occurred, making it appear that half the cost 
of the World War’ was spread over the 10 or 20 years following the war 
instead of in the a | s when the money was being spent. The whole process 
would have been la¥gely a matter of guess work, and the governments’ ac- 
counts would have borne an aspect of unreality impossible of justification. 

It may of course be urged that the Reconstruction Finance Corporation 
furnishes a stronger,case in favor of capital accounting. This corporation is 
one of the ae is bi tities set up by the United States government to per- 
form certain of its Junctions. Funds for its operations are furnished by the 
government throug’ purchase by the Treasury of the securities of the cor- 
poration. Thus, up to the end of the fiscal year 1934, the Treasury had pur: 
chased $500,000,000 of the corporation’s capital stock and $3,255,000,000 
of its notes, making a total ‘investment’ of $3,755,000,000." The funds 
thus acquired by the corporation are credited to its account with the United 
States Treasury and paid out by the Treasury. The Treasury treats the money 
it pays out of the funds accredited to the Reconstruction Finance Corpora- 
tion as money spent, /.¢., as governmental cost payments. It is urged by the 
advocates of capital accounting that, on the contrary, the Treasury should 
regard the money paid by it for purchase of the Corporation’s stock and notes 
as a capital expenditure incurred in acquiring ‘‘investments.” 

If the functions for which the Reconstruction Finance Corporation was 
set up had been performed directly, the United States Treasury would have 
made the loans and grants which the Corporation has actually made and 
would possess the assets which the Corporation now holds. These assets 


* Idem., pp. 13, 378 
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would be no better than they are now, and some at least would not be worth 
their original face value. There is no magic to make the capital stock and 
debentures of the Reconstruction Finance Corporation now held by the 
Treasury worth any more than the securities it would be holding if it had 
operated directly instead of through the Corporation. 

If then the expenditures made through the Reconstruction Finance Cor- 
poration were to be treated as a capital account, it would clearly not be 
enough merely to transfer the payments from governmental cost to capital 
account. It would be necessary to set up a reserve for loss. This would be dif- 
ficult, merely as a matter of estimating the outcome of the Corporation’s 
ventures. Moreover, there would be special obstacles in the way of a true 
appraisal. Government officers in charge would be reluctant to admit the 
prospect of serious losses and acknowledge impairment of the Corporation's 
capital. Political influences would be likely to control the accounts; after all, 
the whole thing would be a matter of judgment. All things considered, it is 
probable that the present accounting practice—somewhat lacking in fine 
logic though it be—is more likely in the long run to present a true picture 
of the government’s financial position. 

It has been repeatedly suggested during the past two or three years that 
the Treasury accountants ought to reduce the recorded cost of government 
and bring the budget more nearly into balance by treating as capital expendi- 
tures, not only investments such as I have been considering, but also expendi- 
tures for buildings and other public works. This suggestion follows, of 
course, the analogy of private business accounting. But here, I think, the 
analogy is essentially false when applied to public works not part of an inde- 
pendent industrial enterprise, as for example the Panama Canal. In private 
business investments are made in buildings and other capital equipment 
only when the capital instruments so acquired may be expected to earn a 
fair return in addition to maintenance and amortization. It is proper to carry 
them on the books at appropriate values. They could presumably be liqui- 
dated at their book values. They furnish proper security against the debts of 
the business and contribute to justify the value given to the proprietor’s net 
worth. Purchase by a government of buildings or other public works for use 
in the performance of ordinary governmental functions conforms to none of 
these features. There is no expectation of earnings to pay interest and ulti- 
mate amortization on the investment. The possibility of liquidating, except 
at great loss, is seldom present. The structures will simply be used in the 
government service until worn out and will then have to be replaced by 
fresh expenditure of money. Nor does the presence of public works serve in 
any real way as security for the public debt. I believe that, in all ordinary 
cases, the only accounting that is true to reality is to regard money spent for 
public works as so much money spent once for all, like any other govern- 
mental cost payment. 
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If, nevertheless, it were determined to treat the cost of public works as 
a capital expenditure, it would then be necessary to follow the method of 
private business accounting the whole way, which would require the im- 
mediate setting up of current charges for depreciation and obsolescence. 
And, since the United States is regularly spending large sums on public 
works each year, these annual charges to governmental cost payments would 
regularly be of about the same amount as the annual expenditures on public 
works. Only in years of exceptional building activity would the cost of gov- 
ernment be reduced by going over to the method of capital accounting. It is 
difficult to see any substantial gain to offset the numerous practical difficulties 
which will readily occur to any one. 

I think it may be concluded that the Treasury Department is not guilty 
of bad accounting in its treatment of payments for investments and public 
works. And it follows that the Treasury exaggerates the deficit, in certain of 
its accounts, only to the extent of the public debt retirements chargeable to 
ordinary receipts. The deficits, as reported or estimated by the Treasury De- 
partment, excluding debt retirement and trust accounts, are as follows: 


Fiscal year Deficit (in thousands) 
1931°* $ 461,877 
1932" 2,735,290 
1933* 2,601,652 
1934" 3,629,632 
1935 (to Dec. 31, 1934) 1,559,966 
Total (July 1, 1930-Dec. 31, 1934) 10,988,416 
1935 (estimates )° 4,296,852 
1936 (estimates )* 3,892,075 
Total (July 1, 1930-J ), 1936) 17,617,377 

* Annual Report of the Secretary of the Treasury, 1934, pp. 294-296; cf. also the cor- 
responding reports for the respective years. 

* Daily Statemenz, of United States Treasury, December 31, 1934, 

® Annual Report ‘of the Secretary of the Treasury, 1934, p. 22. 


Certainly the ‘{reasury is not guilty of any intentional misrepresentation 
of the facts. Nor do I find it possible to see how any real harm has been done 
if, through a certiin artificiality in the Treasury’s accounting system, the pub- 
lic has been led tg-exaggerate the recent annual deficits by about half a billion 
dollars. The deficit is certainly large enough to endure such diminution and 
still hold up its head. It is still 11 billion dollars in 41/4 years, with another 
6), billions in prospect. All questions of principle and all practical issues 
involved in the deficit are still present and unchanged. There is slight danger 
that the people will demand or that Congress will enact more saving in ex- 
penditures or more taxation than would be justified by the deficit in its true 
proportions. 

I find myself also quite unable to agree with the inference that the Treas- 
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ury's accounting practice, in conjunction with its insistence upon strict capi- 
tal accounting by corporations reporting to it for income tax purposes, is not 
quite straightforward. The purposes of the two sets of accounts are quite 
unlike. Nor do I find that the taxpayers have been treated to sharp practice. 
After all, the taxpayers have not paid the deficit. And, even though it had 
been calculated somewhat smaller, the taxpayers could still properly have 
been called upon to pay as much as they have. As to the future, the taxpayers 
will have to bear all the costs of government anyway; and I think they will 
be more interested in keeping the cost of government within bounds than in 
a shift of accounting practice that temporarily disguises the magnitude of 
their ultimate burden. 

Finally, I wish to register emphatic dissent to the suggestion that analysis 
of the official accounts may indicate that the deficit after all is not very serious 
and that there is no reason for concern over the unbalanced budget. No 
change in accounting practice that could possibly be justified would show 
the actual deficit as anything other than a staggering sum. 


FRED ROGERS FAIRCHILD 
Yale U niversity 
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THE N.L.R.A. AND STABILIZATION 


Among other objectives, the National Industrial Recovery act purported to provide 
measures for greater stability in business. The law itself gives hardly any indication of 
how stabilization is to be promoted. The Act, as a means toward stabilization, cap 
serve only as one link in a whole chain of varied economic measures. Entire sta. 
bilization of our economic system is impossible to achieve; however, economic ‘policy 
should attempt to attenuate and smooth cyclical fluctuations. The National Industrial Re. 
covery act may provide n ery to assist in such a policy. Such measures, chiefly for 
regulating new investments during a boom and influencing the process of readjustment 
during a depression, seem possible under the Act only if its present provisions are inter. 
preted in such a way as to permit regulation of production and productive capacity as well as 
fixing of prices. The results to be hoped for will, at best, be very moderate in the near 
future. Constructive econ policy will not be possible without a board continuously 
studying and analyzing economic developments and advising the government. 

I 


The National Industrial Recovery act was directed, in addition to imme- 
diate relief and social welfare, toward two main objectives: First, it was 
considered to be a vigorous attack against the present economic depression. 
Its second objective was much broader. For the first time in the history of the 
United States, the desire for greater stability in business was supposed to 
find expression in a law which is now, at least until June 16, 1935, on 
the statute books of this country. This law was intended to provide measures 
necessary to make production and employment, once they had returned to 
“normal,’’ more continuous than they have been in the past. At the hearings 
before the Committee on Finance of the United States Senate,? Senator 
Robert F. Wagner, who was partially responsible for the original draft of 
the bill, declared “the widespread and permanent? reémployment of work- 
ers at wages sufficient to secure comfort and decent living” to be the single 


objective of the bill which ‘‘marks a far-reaching departure from the phi- 
losophy that the government should remain a silent spectator while the 
people of the United States, without plan and without organization, vainly 
attempt to achieve their social and economic ideals.”” And the President of 
the United States expounded the purpose of the Act even more clearly. In 
affixing his signature to the Act, he declared that ‘‘it represents a supreme 


effort to stabilize for all time the many factors which make for the prosperity 
of the nation and the preservation of American standards.’’* 
The actual provisions of the law are directed much more definitely to tts 


* Hearings before the Committee on Finance, United States Senate, 73rd Congress, First 
Session, on $.1712 and H.R.5755, p. 1. See also the similar statement by Senator Wagner 
before the Committee on Ways and Means (Hearings before the Committee on Ways and 
Means, House of Representatives, 73rd Congress, first session, on H.R.5664, particularly 
p. 95) in which he emphasized the importance of Section 2 (b) in regard to “an orderly 


organized economic systen 

* Italics by the autho: 

*The ABC of the NRA Charles L. Dearing and others, Brookings Institution, Wash- 
ington, D.C., 1934, p. 1 
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immediate objective, /.e., to fight the present emergency, than to the more 
distant goal of business stabilization. However, the scope of the law and the 


ride latitude it gives to the government are such that future action intended to 
: 1 insure stable business conditions may be possible, once recovery is achieved. 
sta. The law itself gives hardly any indication of how stabilization is to be 
licy promoted. It is, therefore, of great importance to determine whether the 
od law lends itself at all to such purposes, and, if so, which of its provisions 
nent would be involved, and how they should be interpreted and carried through. 
iter- 


The economic system of all modern industrialized countries, except Soviet 
Russia, is of such a nature, and our knowledge about the multitude of factors 
involved is admittedly so small, that we are not justified in entertaining any 


me- hope of our ability to master the business cycle and to eliminate the fluctu- 
was ations that it causes, in the near future. Our present knowledge forces us to 
‘on. assume that an economic system based on private property, private profit, and 
the private initiative, and characterized by an extremely far-reaching division of 
| to labor, by production for an anonymous market, by continuous evolution and 
on progress, and by the use of money and credit, will have to endure fluctuations 
ires of smaller or greater magnitude, as long as these features are not funda- 
1 to mentally changed. 
ngs Moreover, economic policy should strive toward smoothing and attenu- 
ator ating these cyclical fluctuations. Within these limits, it can be assumed that 
t of measures can be devised which, in due time, may bear modest fruits. If it 
ork: appears politically feasible to have them adopted and carried through, they 
agle may perhaps help to make future cyclical fluctuations somewhat less severe 
phi- and less violent than they have been in the past. 
the The ideal objectives of such an economic policy may be summarized as 
inly follows: (1) Since during the boom period disproportionalities are created 
t of which ultimately lead to a break in the upward movement, an attempt should 
In be made to reduce such disproportionalities as much as possible. (2) Once 
eme the break has occurred and the system has entered the period of crisis and 
erity depression, the task is twofold: (a) to help the process of liquidation and 
writing-down of capital liabilities in order to reach a new basis for recovery; 
o its (b) to prevent depression from becoming a self-inflammatory process and 


thus reaching proportions which may not be justified by previous dispropor- 


i tionalities. It is of utmost importance that all measures taken during the 
ral depression create no new maladjustments in addition to those from which 
larly the system is already suffering. One of the most serious objections against 
eth many measures adopted during depressions, or likely to be adopted, is just 
Wash- “Such an economic policy must, of course, be based on a theoretical explanation of 


the business cycle. 
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this—that the theoretical equilibrium is further interfered with and the 
road to recovery is made much more difficult. 

If any results can be hoped for at all, economic policy headed toward such 
ends will have to make itself felt in almost all branches and all fields of 
economic life. The more light that economic theory may shed on the difficult 
problem of business cycles, the more nearly possible it may become to attack 
the causal factors themselves which are leading to these disproportionalities, 
Certain measures of such a nature may even now be attempted. In addition, 
economic policy must, by more direct measures, aim at avoiding or removing 
these disproportionalities. They manifest themselves everywhere in the 
economic system— investments, production, prices, interest rates, wages. But, 
as facts seem to show, their main center probably lies in the capital goods and 
durable consumers’ goods industries. The investments made in these indus- 
tries, massed in a relatively short period of time, are presumably the most 
significant single factor of cyclical fluctuations and one important cause of 
further disturbance. These investments, therefore, must become the center 
of attack. Any econpmic policy for greater stability must primarily be di- 
rected toward an attempt to keep these investments in line with savings, and 
keep them from becoming too large or faulty in view of the needs of a more 
stable development. 

The implications of such a policy, the narrow limits of its feasibility, and 
its manifold ramifications are not to be discussed here. It would have to be 
extended to and to permeate the policy on money, credit and capital, the 
fiscal policy of all public authorities, commercial policy particularly with 
foreign countries, labor policy, policy of public works and economic te- 
serves, control of monopolies and all monopolistic or semi-monopolistic 
institutions. It hardly needs to be stressed that the National Industrial Re- 
covery act can only be ome link in a whole chain of economic measures. The 
problem thus arises whether and to what extent this Act fits into such a 


program of long-run policy 


ITI 
Since Title III of the law is concerned with Amendments to Emergency 
Relief and Construction Act and Miscellaneous Provisions, and Title II with 


Public Works and Construction Projects—provisions which deal entirely 
with the actual emergency at the time the Act became law—only Title I 
of the Act under heading of Industrial Recovery will be analyzed here. The 
operation of the Act is limited through Section 2 to two years, should the 
President or Congress by joint resolution not end it sooner. Moreover, the 
Act may be changed considerably before prolongation beyond that period. 
The following discussion is based on the Act in its present form, and does 
not take into account any future alterations. Regardless of whether the Act 
will stand in its present form, this discussion will afford an opportunity to 
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he outline by a concrete example some of the steps which would actually be 
necessaty for an economic policy aimed at greater stability. The following 
ch discussion does not, however, imply that such a policy could be easily carried 
of through. 
ult The National Industrial Recovery act allows economic policy to develop 
ck in five possible ways: 
cs. (1) Trade and industrial associations can enter into codes of fair competition 
on, which, through approval by the President of the United States, become law for 
ng the whole trade or industry involved. Under certain circumstances, the President 
he may, upon his own motion, prescribe and approve a code of fair competition. All 
- these codes are exempt from the provisions of the anti-trust laws of the United 
States.5 
nd (2) Agreements between and among persons engaged in a trade or industry, 
us: labor organizations, and trade or industrial organizations, associations, or groups, 
ost relating to any group or industry, can be approved by the President of the United 
of States and can be entered into by him. These agreements, which are also exempt 
hee from the provisions of the anti-trust laws of the United States, bind only business 
4i enterprises which have entered into them. In this respect, they are distinctly dif- 
/ ferent from the codes. 
nd (3) Employers and employees in any trade or industry or subdivision thereof 
ore can enter into agreements as to maximum hours of labor, minimum rates of pay 
and other conditions of employment. These agreements, when approved by the 
oi — of the United States, become law for the whole trade or industry in- 
volved. 
be (4) In cases in which no mutual agreements such as referred to under (3) 
the have been approved by the President, he can prescribe a limited code fixing mini- 
ith mum wages, maximum hours of labor, and other conditions of employment, such a 
re- code being mandatory for the whole trade or industry in question. 
ic (5) The President is empowered to cancel or modify any codes or rules which 
* have been issued before under the National Industrial Recovery act. 
‘he A. Labor provisions. 
1a With regard to the powers conferred upon the President mentioned 
under (3) and (4), clear distinctions must be made between the policy as 
to wages, the policy as to hours of labor, and the policy as to other conditions 
of employment. No doubt, the wage provisions were constructed much more 
me from the point of view of social reform and as an attack against the present 
" emergency than from the point of view of business stabilization. They may, 
however, play some part in a comprehensive and conscious policy toward 


The stabilization, although it will prove very difficult to make such use of them, 
in view of many political, social, and practical reasons. There is even a 


- certain danger that they might tend to increase the rigidity of the system. 

rv (a) During the boom period. It is scarcely doubtful that, in the last 

c analysis, high profits or prospects for such are responsible, during the boom 

he Period, for a large increase in productive equipment which later proves partly 
*The powers of the Federal Trade Commission under the Federal Trade act, as amended, 

’ to shall not be impaired. 
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excessive or misplaced. These profits are possible partially because of the lag 
between prices and wages resulting to a great extent from the peculiarities 
of the labor market. Profits could be curtailed if, in the early stages of the 
boom, wages were raised more than they have been in the past. Such a wa 
policy would have to distinguish clearly between capital goods and durable 
consumers’ goods industries on the one hand and consumption goods indus- 
tries on the other, since profits and investments in the capital goods and 
durable consumers’ goods industries increase much earlier and to a greater 
degree than in the consumers’ goods industries. But this provision in the 
National Industrial Recovery act could serve such a purpose only if it were 
understood to mean that the ‘minimum wage” which the President makes 
mandatory, constitutes the basis for the whole wage structure. Only then, 
by affecting the wages of all workers, may some influence be exerted toward 
greater stability. Such wage provisions can, of course, yield results in the 
desired direction only if precautions are taken at the same time that prices 
are not raised accordingly. This danger is the more acute, the more the in- 
dustry concerned is monopolistic or semi-monopolistic. Since the point is to 
avoid excessive profits, the problem involved is much more complicated than 
merely one of wages. This consideration shows how meaningless and fruit- 
less measures based on crude purchasing power theories may be at times 
when increases in prices (or profits) are relatively easily affected. 

(b) During the period of depression. The wage provisions are of some 
significance also during the depression. Economic policy during a depression 
is more likely to be successful in preventing the depression from going too 
far than in contributing toward the process of readjustment through which 
a more suitable proportionality in the economic system will be achieved. A 
conscious and deliberate policy with regard to wages which may become 
feasible under the National Industrial Recovery act would be a controlling 
factor of some significance, particularly in an attempt toward halting the de- 
pression from spreading too far. The depth the depression will reach and the 
length of time it will last may depend to a certain exten. on whether and 
how this important wage problem is handled. While it would be desirable 
to uphold wage rates, at least to keep them from falling as fast as prices 
decline, it will, in many cases, be impossible to do so. The less payrolls are 
reduced, the more it will be possible to uphold consumption, to prevent the 
slump from spreading too much to the consumption goods industries, and 
to keep up a maximum of the “normal” amount of goods exchanged. On the 
other hand, to pave the way to a new adjustment, reduction of wage rates" 
will have to be resorted to. In such a situation, the powers given by the 
National Industrial Recovery act may help to build up an important mecha- 
nism. 


* Wage totals, of course, are reduced in any event, due to unemployment and the decline 
of national income. 
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In all countries, the development toward an “organized” capitalism has 
made the economic system much more rigid and less flexible than it used to 
be and should be. In regard to wages, this is true even in countries which 
have as yet no genuine trade-union movement. The wage policy directed or 
influenced by the government should, above all, secure more flexibility and 
avoid uniformity, both during the boom and during the depression. Only 
intimate familiarity with all economic problems involved, extensive data on 
the situation in different industries and trades, very detailed, comprehensive 
and minute statistical material as to prices, profits, wages, investments and 
costs, classified by industries, would make it possible to devise a policy 
toward the desired end. It would, of course, have to be different in different 
industries and in different sections of the country, and would have to be 
based on a reliable and objective analysis of the business situation. 

With respect to hours of labor, the President’s power to fix maximum 
hours of labor for the entire industry or trade concerned, will hardly exert a 
great influence toward stabilization of business. It is not very likely, although 
it is possible, that these provisions would be used in a period of an upward 
movement in order to curb production. Nor is it very probable that, if such 
use should be made of them, the process of growing maladjustment could 
and would be checked thereby. These provisions will as a rule be used in 
times of depression. The question will then arise, as it has in the past, 
whether or not weekly earnings should remain the same for those whose 
working days are curtailed in favor of unemployed. If weekly earnings are 
not reduced, which is not very probable, it would not mean a time, but a 
wage, movement’ the significance of which has been dealt with above. But 
should the use which is made of these provisions remain within the limits 
of an hours movement (weekly earnings being reduced while the working 
day is being shortened), it would help to spread the national income over a 
greater section of the population. We know too little yet of the precise use 
which is made of the workman’s income in such times. It may, however, be 
assumed that the consumption of consumers’ goods of the least elastic 
demand would be somewhat increased, while the consumption of more 
elastic consumers’ goods would decline; at the same time, savings and hoard- 
ing would probably be somewhat reduced. If the scheme were adopted on a 
large scale—and only under such circumstances could any effect be hoped 
for at all—an increase of employers’ costs of production would in many 
cases be unavoidable unless a greater efficiency of labor were achieved at the 
same time, which is hardly probable. It is well-nigh impossible to strike a 
balance theoretically between these various influences and thereby to gauge 
their precise bearing upon the liquidation of depression and the establish- 
ment of a new adjustment. Such a work-sharing program would be an 


"See Economic Stabilization in an Unbalanced World, by Alvin H. Hansen, New York, 
1932, p. 175, 
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appropriate means to attain a e equilibrium on a much lower level if it 
should prove impossil use again the productive equipment built before 
the depression. Such a new level would, of course, imply a much lower 
standard of living | 

Beside wages and hours of labor, the President is authorized to approve 
or prescribe with mandatory force for the whole industry concerned, “such 
other conditions of employment as may be necessary . . . to effectuate the 
policy” of Title I of the National Industrial Recovery act. No speculation is 
theoretically possil to what such provisions may mean for stabilization 
of business in the sense mentioned above. It may, however, be assumed, in 


the light of experie: that those provisions will have no effect of any im- 


B. Codes and agre. 


The provisions as to codes and agreements® constitute the most powerful 
and far-reaching potential machinery for interfering with and regulating 
industry and trade ever set up in times of peace in any democratic country 
living under a capitalist system based on private property and private profit. 
The Administration has been given an enormous potential power. Without 
its approval, no code or agreement can come into existence. Without its 
approval, no branch of industry or trade may enjoy exemption from the pro- 
visions of the anti-trust laws. By threatening to withhold its approval or 
to prescribe a code of its own, the Administration can bring great pressure 


to bear upon industry and trade to include provisions which it favors. Fur- 
thermore, the power of the Administration is enhanced by the authority 
granted it to cancel or modify codes and agreements at any moment. The 


Act does not specify in any way the range of provisions which such a code 
or agreement may contain. Moreover, these codes and agreements are sup- 
posed to aid in effectuating a policy which, as stated in Title I of Section 1 of 
the Act, covers such a wide field that almost any measure may be held justi- 
fied that is not inconsistent with those provisions which the law particularly 
demands in all codes and agreements. However, one serious and very conse- 
quential qualificatios st be made. The law provides that codes and agree- 
ments may not permit monopolies or monopolistic practices. Of this provi- 
sion, more will be said later 

The significance of codes and agreements for greater stability of the body 

*In the original draft Act, the wording was “other working conditions.” Mr. 
Donald R. Richberg, w! | in the drafting of the bill, said before the Committee 
on Ways and Means (H before the Committee on Ways and Means, House of Repre- 
sentatives, 73rd Congt n, on H.R.5664, p. 74), “Other working conditions is 4 
rather broad phrase, a tanding of the intent of this is that it is clearly applicable 
only to those fundamen king conditions that are essential to the preservation of 4 
fair handling of the la 7% 

* See points 1, 2, and 5 y of National Industrial Recovery act previously listed. 
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economic is, for several reasons, extremely difficult to evaluate. So far, the 
nature and meaning of the law has not been clarified sufficiently to determine 
what actions by the government and by the codes authorities are permissible 
under the Act. Until the Supreme Court of the United States renders judg- 
ment on some of the legal and constitutional problems involved, no definite, 
conclusive statement is possible. Furthermore, these codes and agreements 
may either help to form a basis for positive and successful action in reducing 
business cycle fluctuations; or, by their very existence and by their function- 
ing, they may make cyclical movements still more violent and more severe, 
and may reduce, instead of increasing, the likelihood of greater economic 
stability. 

(a) Positively, the codes make it possible for the first time to gather 
statistical data as to production, sales, inventory, prices, costs, investments 
and loans*® which have been entirely lacking. These data are indispensable 
for any conscious and deliberate economic policy, both during a boom and 
during a depression. But that is not all. 

As indicated above, investments in the capital goods and durable con- 
sumers’ goods industries have to be considered, in the light of our present 
theoretical knowledge, the center of the disturbances leading to depressions. 
Control and regulation of investments in these industries may well prove to 
be the most efficacious attempt to prevent a boom from going too far. Since 
the factors which at certain stages of a boom cause excessive investments are 
not sufficiently known to be directly attacked to the necessary extent and, 
since monetary measures alone will hardly ever suffice to prevent large 
amounts of excess and faulty investments, only a method directed toward the 
investments themselves may be of any value. For such a policy during a 
boom, the codes and the National Recovery Administration may, for the 
first time, provide an appropriate machinery, since the codes extend their 
power over the whole industry concerned and since government control is 
provided for in the law. Thus, a centralized economic policy is made pos- 
sible, based on careful investigations extending over the entire economic 
system. Through this mechanism, investment policy may, in crucia! times, no 
longer be left to the decisions of individual entrepreneurs. Investments in 
some significant industries may, thereby, be kept within certain limits at 
certain times or be slowed down very considerably for a certain period.” 
This would be particularly necessary when a boom is developing rapidly and 
the danger of over-investment in certain industries is imminent. Action of 
such a nature will always be extremely difficult, not alone because of the lack 
of factual knowledge to guide economic policy, but also because of the diffi- 
culty of imposing such a restrictive policy on any industry just at a boom 
time when profits are large. Business people in most cases will fail to under- 


“In many codes, definite provisions toward this end have been included. 
~ Such a policy may mean a retardation of techaological progress. 
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stand the wisdom of such measures; and a large amount of control would be 
necessary to insure that the provisions were actually carried out by every 
member of the industry concerned. While voluntary action would be far 
preferable, it would seldom be forthcoming, and the President might have 
to use the large powers conferred upon him mentioned above. It will, how- 
ever, be necessary for the banking community to lend vigorous support to the 
enforcement of such a policy. Some success may be hoped for only if the 
banks which provide—at any rate partially—the funds necessary for new 
investments, are partners in such a policy. The statistical data to be collected 
within the industries and perhaps also through the banks, may possibly 
convince the banks that a restrictive policy is in their own interest. 

The task during the depression is, if anything, still more difficult. To 
bring the economic system back to a new adjustment is, in our present system, 
a goal hardly to be achieved by conscious economic policy. The maladjust- 
ments and disproportionalities are seldom known in an exact way either as 
to their location or as to their magnitude. The extent of necessary curtail- 


ment is almost beyond any reliable estimate. Yet, in some single cases 
maladjustment and over-expansion are clearly visible. In these cases, by 
regulation of product yn, the codes may be able to provide the machinery for 
an attempt to edie | he productive equipment to a volume more likely to 
be in line with the needs of the whole body economic than the existing one. 


But the difficulties in pursuing such a policy would be enormous with the 
businesses concerned. How will the code authorities, much less the Adminis- 
tration, know which parts of the equipment should be reduced? How will it 
be possible, without indemnification, to inflict arbitrarily on certain members 
of some industries a more or less serious loss of capital which would 
jeopardize the basis of their business, their production and their calaula- 


tions?* This instance shows how difficult “planning” will be as long as 
private property is the basis of our economic system. While private entre- 
preneurs run the risk of irring losses at the same time that they enjoy 
the privilege of making P rofits, they will hardly be prepared to take losses 
either voluntarily or by action of a code authority or of the Administration. 

In still another divection, these codes may become valuable. The dis- 
parity of the price movement among the various commodities is one of the 
most serious symptoms of maladjustment and disequilibrium. It often is in 
itself a cause of further maladjustment. As far as these movements in a free 


market are the result of a change in consumers’ demands, or in the cost of 
production, or a result of either lagging behind or running ahead of produc- 
tion, they are indispensable indicators of economic forces and should by no 
means be interfered with. But as far as disparity of price movements for 
certain commodities is the result of deliberate action by powerful economic 
groups or businesses, it may become extremely harmful and may be a source 


4 Indemnification itself is not particularly expedient and would raise grave new problems. 
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of grave concern, particularly during a depression. This is true not only in 
the case of cartels or similar institutions, but also of a rather considerable and 
increasingly large number of enterprises whose positions in their respective 
markets are so strong that they are no longer bound by competitive forces; 
they can, more or less, dictate prices. When this happens during a depres- 
sion, the maintenance, or only limited reduction, of some prices (usually 
of key products) is, in view of the general price decline, a factor which is 
likely to make the depression more severe and to retard recovery.’* Should 
the codes be entitled to price-interference, they might exert a great influence 
toward sound economic adjustment, by forcing prices down. By so doing, 
they would help to restore, at least to some extent, the much needed flex- 
ibility of our economic system. With regard to what has been said before, 
the difficulties involved need hardly be stressed. The time of action, the 
extent of action both as to the choice of commodities and as to the amount 
of reduction, and the reéstablishment of proper price relationships are ex- 
tremely difficult questions. Although for this particular problem the period 
of depression is extremely important, some action as to prices should also be 
taken during the boom. 

(b) There is a certain danger that codes may enhance the severity of 
depressions. It has, in this respect, often been contended that the codes and 
agreements introduced through the National Industrial Recovery act were 
similar to the European, and chiefly the German, cartels. This assumption, 
however, is not justified without important qualifications. 

Before the present political régime came into power in Germany, cartels* 
were free (only ir. two cases compulsory) agreements of independent busi- 
ness enterprises in the same field to unite for joint action. Each unit, how- 
ever, retained its legal independence. Such agreements were entered upon 
with the deliberate purpose of exerting a more or less monopolistic influence 
on the market in order to increase the profit of those who adhered to these 
agreements. On the whole, these cartels in Germany exerted no positive 
influence toward smoothing cyclical fluctuations. On the contrary, there is 
some evidence that they rather tended to make fluctuations more severe or, 
at least, to make depressions more persistent. Experience has shown that 
cartels tended to further over-investment to a rather large extent and, by so 
doing, to aggravate booms and depressions. New investments and over-in- 
vestments have been stimulated by many causes in cartelized industries. The 
security which cartels provided for making profits, very often induced entre- 
pteneurs to enlarge their productive capacity much more than was advisable 


“Not seldom, the upholding of prices allows submarginal firms to survive, which they 
could not otherwise do. The process of readjustment is thus impeded. 

“The variety of German cartels is so great that any sweeping generalizations should be 
avoided. There are German cartels which are much more like American codes than others. 
The following discussion deliberately avoids going into such details. It is concerned merely 
with the main features of cartels and codes which, alone, are significant for our problem. 
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and much more than they probably would have done without cartelization, A 
similar stimulus was provided by their desire to secure a larger quota in 
future cartel negotiations. Furthermore, the heavy profits they made because 
of cartelization enabled them often to make these enlargements without 
requiring help from the open capital market; they could thus avoid the 
scrutiny which new investments floated on the capital market have to face. 
In addition, much money from the free capital market was attracted by the 
very fact that profits in cartels were more certain and often greater than in 
non-cartelized industries. And finally, since these cartels often did not in- 
clude all the firms in the industry in question, a further inducement for over- 
investment was caused through fights between cartels and outside firms, or, 
more often, through preparation for such fights. During the depression, 
through maintenance of prices, cartelized industries were usually powerful 
enough to keep their capital structure unchanged for a long time, even if it 


had been greatly over-expanded during the boom. This rigidity has greatly 
contributed to preventing the necessary adjustments from being made at the 
appropriate time. Thus, through repercussions on other industries, the de- 
pression probably went further than it would have gone in a free competitive 
system and was probably harder to overcome. 

A further cause leading possibly to an aggravation of booms and depres- 


sions was the attempt made by some cartels to secure stability. It has been 
claimed that through cartels of the German type a greater amount of 
stability may be achieved in the industry concerned. That may happen. It may 
even be possible that in a number of industries existing under such institu- 
tions, a certain measure of stabilization could be achieved. It would, how- 
ever, be a fallacy to believe that such “‘stability” in one, a few, or even many, 
industries means greater stability in the whole system. Such “stability” can, 
in the absence of government control and of a general investment policy, 
usually be achieved only through manipulation of prices. In the industries 
concerned, it implies greater price stability than would exist without carteli- 
zation, and a partial protection of profits, but ordinarily not stability of out- 


put and employment. During the depression, therefore, the non-cartelized 
industries would suffer increasingly, the more the cartelized industries aug- 
ment their rigidity. Because of their economic and political power, the latter 


could avoid, wholly or partly, reduction of prices. Possibly, a greater amount 
of “‘stability” for a few industries has, therefore, to be paid for by greater 
instability in production, employment, prices and profits for the rest of the 
body economic. Such “stabilization” achieved through independent action 
by individual industries would, thus, probably make the general depression 


more severe, as in the case of over-investments. 
The danger that American codes and agreements may work likewise 
results from their being comparable in certain respects to the German cartels. 


But there are very important differences, too. The German cartels, as has 
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been said before, hardly ever included the whole industry in question and 
were thus constantly faced with the consequential existence of outsiders. The 
American codes (not the agreements which, in this respect, are similar 
to the German cartels) are automatically valid for the entire industry by the 
President's approval or prescription. The German cartels were, rightly, con- 
sidered institutions created to increase the profitableness of the business of 
their members; their policy was, therefore, entirely based on the special in- 
terests of the industry concerned. The American codes and agreements may 
function in a similar manner, but it is not inevitable that they will. The Na- 
tional Industrial Recovery act went one step further than the German devel- 
opment—a step extremely essential, and perhaps decisive just in this re- 
spect. The barriers which, heretofore, hindered the limitation of free 
competition and concerted action among entrepreneurs were removed. But, 
at the same time, the National Industrial Recovery act subjected the newly 
created “limited” or “regulated” competition to government codperation, 
supervision, and control. In Germany before 1933, the government did not 
succeed, except in a few cases, in gaining genuine and efficient supervision 
and control of cartels;*® the formation of cartels in Germany was entirely a 
private matter of business enterprises without governmental codperation of 
any kind. The government in the United States, however, has authority to 
interfere with the framing of the codes, with their functioning, and with 
their entire existence. 

(c) It is by no means certain yet whether the American codes and agree- 
ments will prove to be of less adverse effect on cyclical business fluctuations 
than the German cartels have been, and whether they will be likely to exert 
in due time, the much desired influence mentioned above under (a). This 
will depend, first, on the efficiency of governmental control and supervision 
and, second, on the interpretation of the National Industrial Recovery act 
with regard to monopolies. In regard to governmental control, no positive 
judgment is yet possible as to its eventual efficiency. Yet, not only theoretical 
considerations, but also experience in comparable cases (particularly in 
Germany), force us to be extremely sceptical of the practical achievements 
of such control bodies in meeting the most difficult and complicated eco- 
nomic problems. It will, in any event, take a fairly long time to build up a 
governmental body with experienced, well-informed, and unbiased officials 
with economic training, which could act efficiently. Moreover, industrial in- 
stitutions which are empowered to use concerted action and which interfere 
with free competition (in its usual meaning) necessarily add to the rigidity 
of the economic system. Only if there is strict and efficient governmental 


“In addition to the two compulsory cartels in coal and potash, the first attempt toward 
governmental interference was the cartel decree (‘‘Kartellverordnung’”) of Nov. 2, 1923. 
Further steps were taken during the depression in July, 1930, and December, 1931. The 
government was then partly successful in forcing prices down. 
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control, can they be trusted to make arrangements which may tend to smooth 
cyclical fluctuations and to insure greater stability in the whole economic 
structure. 

Closely tied up with the question of governmental control is the problem 
of monopolies. As mentioned above, the law very definitely states that, 
within the framework of codes and agreements, monopolies or monopolistic 
practices will not be permitted. The significance of this provision is as yet 
wholly uncertain and will be determined by the interpretation which the 
courts give this provision and by their definition of these terms. In this study, 
it would be of little value to speculate about the many possible ways of 
defining monopoly. Suffice it to say, that on the basis of the usual concep- 
tion of monopoly*® and of the previous attitude of the courts,” there can 
hardly be any doubt that a large number of codes as they actually have been 
approved by the President are characterized by monopolistic or, at least, 
semi-monopolistic features. They have authorized price fixing as well as 
control of production and productive capacity by code authorities for entire 
industries.** 

The code-making practice hitherto followed is nct decisive, however, in 
determining the final character of the codes which will result from court 
interpretation or from a new Act by Congress. Moreover, if the codes, out- 
side the labor provisions, are to make for greater economic stability, as they 
were supposed to do, the code authorities and the government must be en- 
titled, first, to influence output and productive capacity for entire industries, 
and, second, to interfere with, and in some cases fix, prices. It may be added 
incidentally that even the more obvious objectives sought by the codes, the 
abolition of cut-throat competition and the establishment of “fair competi- 
tion,” will probably also lead to some kind of manipulating of prices or 
market conditions and, by so doing, interfere with free competition. 

Price setting by a group of producers, in itself, has lately been considered 
by the Supreme Court not to violate the anti-trust laws, 7.e., to constitute 
monopoly, when a sizable amount of competition was still effective in the 
market. But with the codes, price fixing as well as regulation of pro- 
duction and investments would extend over the entire industry involved. 
It may still be possible to shape the provisions of the codes in such a way as 
to maintain a certain amount of competition. In most other cases, it will 
hardly be feasible to develop such methods of regulating prices, output, and 
investments, and, at the same time, to develop such efficient governmental 


* See, for instance, J Maurice Clark, “Monopoly,” Encyclopedia of the Social Sci- 
ences, New York, 1933, X, pp. 623 ff 

™ For a very enlightening discussion see Milton Handler, “The National Industrial Re- 
covery Act,” American Bar A jation Journal, vol. xix (1933), pp. 551 ff. 

* See, for instance, George Terborgh, Price Control Devices in NRA Codes, Brookings 
Institution, Washington, D.C., 1934. 

# Appalachian Coals, Inc. v. U.S., 288 U.S. 344, 53 Sup. Ct. 471 (1933). 


58 Otto Nathan 


1935] The N.I.R.A. and Stabilization 57 


control and supervision as not to interfere with the traditional American 
attitude toward freedom of enterprise. Unless a definition for monopoly 
be given which differs sharply from the usual conception hitherto held, it 
will scarcely be possible to use codes which conform to the present provisions 
of the National Industrial Recovery act, to any great extent, in an attempt 
to smooth cyclical fluctuations. 

The problem thus poses itself whether definite efforts toward greater 
stability, the results of which are by no means certain, are preferable to the 
maintenance of traditional views concerning monopolies and free economic 
enterprise. Many would believe that it is highly doubtful whether monopo- 
listic or semi-monopolistic practices can be avoided at all, regardless of the 
character of the National Industrial Recovery act. They would feel that a 
definite, frank provision involving governmental supervision (at least in all 
instances in which a return to genuinely free competition does not seem 
practicable) would be preferable, by far, to the situation that existed before 
the National Industrial Recovery act became law. During that time, it proved 
more or less impossible to suppress monopolistic or semi-monopolistic ac- 
tions and agreements which, however, were carried on without any govern- 
mental control or influence. It may be added in respect to a policy of 
stabilization, that the fast increasing amount of integration of business 
would in itself make greater governmental supervision necessary. 


IV 


The foregoing discussion is meant to show in what way the provisions of 
the National Industrial Recovery act would have to be used, should a pro- 
gram of long-run stabilization be undertaken. This discussion, however, is 
not meant to suggest that such a use of the National Industrial Recovery act 
could easily be made and could easily be brought to a successful, satisfactory 
end. Moreover, in frequent instances it was pointed out how many difficul- 
ties such an economic policy would meet, and how much pressure and power 
would be necessary to put it into effect. Yet such considerations are not use- 
less. They at least show us in what direction we should bend our energies, 
and toward what goal our economic policy should be centered. They further- 
more make it clear how fallacious, even how dangerous, may be some scat- 
tered and ill-conceived measures of economic policy which are not based on 
a broad, inclusive view of our economic system. 

In summing up the potential significance of the National Industrial Re- 
covery act for long-run stabilization, the following propositions may be 
advanced: 

First, the National Industrial Recovery act alone will never be sufficient 
for stabilization purposes. It can only be one link in a whole chain of varied 
economic measures. 


Second, entire stabilization of our economic system will be impossible of 
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achievement unless alient features of this system are fundamentally 
changed. Economic policy should strive for a development less disturbed 
than in the past by great dislocations and fluctuations. It should seek to adopt 
provisions designed to avoid or smooth such disturbances, and, if they have 
occurred, to assist the process of arriving at a new adjustment. 

Third, the National Industrial Recovery act may provide machinery to 


assist in such a policy. During a boom it may facilitate the adoption of an 
adequate policy of wages and, in addition, help to regulate the process of 
new investments by preventing investments which might later prove faulty or 
in excess of actual r rements. Similarly during a depression, it may become 
possible under the | t National Industrial Recovery act to prevent the 
depression from spreading too far, by regulating wages better than in the 
past, and to aid th ss of readjustment, to some extent. However, th: 
most important and most effective of these measures can be adopted only if 


the present provisions of the Act are interpreted (or changed) in sucha 
way as to permit regul of production and productive capacity as well 


as fixing of price n if monopolistic practices are thereby involved. 

Fourth, although the National Industrial Recovery act may provide a 
mechanism suitable as one link in such a stabilization policy, the results to 
be hoped for will, at best, be very moderate in the near future. We still know 
so little about what the appropriate and necessary equilibrium of our system 
may be, about the forces which disturb this equilibrium, the time and place 
at which disturbances occur, and the place and magnitude in which they 
have occurred, that the proper measures to be adopted will be extremely 
difficult to determine and properly to time. Furthermore, it may frequently 
prove difficult, for political reasons, to put the measures, even if known, into 
effect. And finally, human behavior may prove to be a factor which is ex- 
tremely difficult to evaluate and still more difficult to influence. 

Fifth, the principles guiding this policy toward stabilization must be em- 
bodied in the entire economic policy of the country. Such an economic policy 
can be devised only if the findings of economic theory are observed much 
more closely than in the past and if, in addition, an ‘economic council,” ot 
a board having such functions, is continuously studying and analyzing eco- 
nomic developments and advising the government. No generalizations are 
possible. To offer suggestions for measures in economic policy, each period 
must be studied its own merits and all factors, economic, political and 
social, must be taken into due account. 
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THE RATE OF RETURN TO CAPITAL 


Analysis begins with a natural economy, but the final problem for a theory of profit or of 
interest is a ratio between sums of money. If we take capital to be money invested, we must 
reject any theory representing interest as the product or rent of a particular factor of produc- 
tion. But the productivity theory in any form fails to account for the general rate of return 
because it cannot prove that an increase of the aggregate physical product of society results 
in an increase of the aggregate of pecuniary return. The rate to be explained is an average 
of actual rates. For capital as money there cannot be a rate determined by a marginal in- 


-crement. And the primary problem is the rate of the whole net pecuniary return, not the rate 


of interest only. The latter cannot be marked off from the whole return, either as a specific 
product or as something determined definitely by time preference. The best approach to the 
problem of the rate of return is an analysis of the circuit flow of money. 


Capital to the business world is money invested or on the point of invest- 
ment; and the rate of profit or of interest is the percentage relation of an 
income, also in the form of money, to the sum invested.* This relation be- 
tween quantities of money is what economists seek to explain when they 
set forth a theory of interest or of profit, however divergent from common 
usage their definitions of capital and income may be. But while that is their 
goal, the starting point of their analysis is a “natural economy,” a world 
of technological facts and subjective valuations, of “‘real’’ capital and “‘real”’ 
incomes. The relations between capital and income in the pecuniary form, 
and generally the values of our “money economy,” are supposed merely to 
reflect or correspond to what analysis reveals of those “real” quantities be- 
hind the ‘‘money veil.” But after all, money cannot be kept out of the 
analysis to make its appearance only at the end of the demonstration. To 
discuss quantitative relations between goods and services a standard or 
measure is needed, and one that is applicable to all these goods and services, 
no matter how diverse their physical nature may be. This measure cannot 
be the labor embodied in goods as in the Ricardian system or in Marx’s 
great effort. It is generally agreed today, at least among economists of the 
English speaking world, that money is the only measure we have. 

But if money will not be denied recognition, we must exclude an inde- 
pendent influence on its part upon the fundamental forces to which analysis 
is limited. So usually and quite deliberately it is assumed that the value of 
money remains constant. Now this is an illegitimate use of the ceteris 
paribus method. To isolate the results of the action of factors we are study- 
ing, “other things” must be assumed to remain constant if changes in their 
amount would alter the results we are trying to discover. It is not legitimate 
to assume their constancy if this depends either on a definite action of the 
factors under consideration—thus restricting the conclusions of our study— 
ot on changes in the quantity of other factors capable of altering the results 
and, therefore, to be assumed to be constants. To suppose the quantity of 
money and its velocity of circulation to remain constant is advisable because 


‘“Money” throughout this paper is any circulating medium of exchange. 
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changes in these may modify values we have to consider. Indeed, it is only 
through changes in its quantity and velocity that money can have this effect 
But to assume the value of money to remain unchanged is to suppose a 
definite relation maintained between the total quantity of goods and sery. 
ices, and the quantity and velocity of money. Quantitative facts in regard to 
goods and services, however, are part of the subject matter of a study of 
value and distribution, and it is not permissible to posit in advance that they 
must act in such conjunction with the forces determining quantity and 
velocity of money as to allow no change in the value of money. 

In the following discussion of the rate of return to capital, we assume as 
constant the total quantity of money and average velocity of circulation, set. 
ting aside the influence which changes in these might have as matter for an 
inquiry which should supplement the more fundamental theory. Both 
capital and its income we regard as money—not just values somehow evolved 
in the “‘real’’ events behind the “money veil’’—but as actual money. The 
relation between these sums of actual money is the problem set for the 
theory of profit and interest, and the relevant events involve the use of this 
money. Investment, for instance, is of actual money. And if investment is 
preceded or accompanied by saving, this is out of income of actual money. 
Another assumption we make is that investment is in production. Invest. 
ments in consumption loans and predatory enterprise, and such purchases of 
securities as do not transmit funds to productive industry but keep them 
churning in the speculative rapids, are set aside as secondary problems. 

Starting point and direction are given to our inquiry by the question as 
to the effect on the rate of return of an increase of capital and its investment. 
The general belief that it results in lowering the rate rests partly on observa- 
tion though, of course, there never was open to inspection a world in which 
our assumptions of constant quantity and velocity of money and of invest- 
ment exclusively in production, were realized. But as any other effect ap- 
pears improbable, we seem warranted in requiring of the theory of the rate 
of return that it demonstrate such an effect. At least we should regard with 
suspicion any theory suggesting the contrary effect or no effect at all. Now the 
productivity theory of interest, if valid, would satisfy that demand. It pic 
tures the increase of capital as distributed over the entire field of industry 
so as to give everywhere the same marginal rate of return, a lower rate for 
each successive increment of capital. This marginal rate carried back to 
earlier investments then becomes the generally prevailing one. But dificil: 
ties for this theory appear when our approach is that given by the pecuniary 
concept of capital and income and our assumption of constant quantity and 
velocity of money. 

One form of the theory our conception of capital leads us to reject at 
once. It is that which regards interest as the product of a particular factot 
or class of factors of production. If capital is money invested, the interest of 


A 
| 4 As. 


1935] Rate of Return to Capital 61 


other income it receives cannot arise from only a part of the things pur- 
chased or hired by this money. It cannot be the product of ‘‘produced instru- 
ments of production” alone, or only the “‘rent’’ or “‘usance”’ of any class of 
material things, but is drawn also from the value contributed by labor and 
by anything else for which capital is expended. Capital buys or hires factors 
of production but is not one itself. It cannot be substituted for other factors 
in the productive process in the sense of increasing its proportion to these 
“other’’ factors, because to use capital is to use these “‘other’’ factors. If not 
capable of such substitution, the method of imputing marginal product 
cannot be applied to it. What happens evidently is that capital gets a share 
of the product of each factor. Or, if sceptical of the possibility of imputing 
specific product to every item for which capital is expended, we may say that 
in combination these factors and the materials on which they work yield the 
capitalist a surplus of product over their own combined cost.? Why their 
money cost falls short of the entire value of their finished product, leaving a 
surplus, and what determines the ratio of that surplus to the total money 
cost of the factors and materials, is our problem. 

The time-preference theory would solve the problem by making capital 
the value of the product discounted according to a rate of time preference, 
the discount constituting the income of capital. But, if that view is cor- 
rect, there is no room for a theory making productivity the direct determi- 
nant of the rate of interest. The rate is already there, before the product, and 
productivity can affect it only indirectly in so far as it affects time preference 
by its influence on the relative quantities of goods at different points of time. 
We shall later find reasons for doubting the time-preference explanation; 
but for the present let us rule it out just to give the productivity theory a 
chance. It will be necessary, however, to cast the latter in such a form as 
to make the income of capital appear, not as the product of a particular 
factor bought or hired by capital, but of the investment as a whole. This is 
evidently the significance of theories attributing to capital (or to the ab- 
stinence or “waiting” in which it originates) the function of maintaining 
productive factors in long round-about but, in the end, very productive 
courses—the surplus of product over that of less round-about methods being 
capital’s reward. 

Some of the less careful formulations seem to assign to capital the entire 
advantage of round-aboutness or indirect capitalistic production, assuming 
the factors to be paid only what they could produce by direct, absolutely 
non-capitalistic methods. That would be giving the whole product to capital 


* We regard as not being factors of production but as unfinished products on which the 
factors are employed, the raw material entering into consumers’ goods, part finished con- 
sumers’ goods, and the “finished” goods of this class in mercantile stocks. They constitute 
part of the investment of capital but their réle in production is entirely passive. Also it may 
be noted that they present a tough problem for the theory of specific imputation. 
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and not paying the factors (labor, for instance) anything at all. For what. 
ever man in some dim long ago may have been able to get from Nature with 
his bare hands, = it would usually be just nothing. An entirely imaginary 
product, it cannot constitute a reserve price for labor in its bargain with 
capital. It is necessary, therefore, for a theory seeking some special product 
imputable to investment as a whole to attribute it not to change from alto- 
gether non-capitalistic methods to capitalistic, but to change from less, but 
stili capitalistic methods, to more capitalistic ones. Not all investments, not 
even all profitably saduelidh ones, are clearly of that character. It is 4 
particular kind of investment only which the theory considers. We may, 
however, give it a wider range by including in investments leading to surplus 


product imputable to capital, all profitable investments in improved processes 
whether or not these involve an extension of the production period. This 
interpretation of the theory is open to the charge of evading the question 
whether any improved processes are possible without some extension of the 


average production period, and in general of disregarding the distinctive 
features of the theory as developed by Béhm-Bawerk and his followers— 
“the most highly developed theory in pure economics.’’* The very phrase we 
have been using, “change of method,” it may be charged, suggests transi- 


tions more abrupt than the gradual almost vanishing “marginal” events 
the productivity theory throws on the screen. But passing over the sub- 
tler turns of the theory will after all not affect the outcome of the argu: 
ment. 


Because we are inquiring into the effect of an increase of capital on the 
rate of return, we assume that it is new capital, an addition to the world’s 
total, and not old capital re-saved out of gross income, that finances the 
improved processes. Such an increase of capital in itself, of course, does not 
add anything to the existing stock of productive resources or of product. But 
the theory supposes that it is used to employ some of the existing factors 
more effectively than they had been employed before. Its reward is that 
portion of the ultimate consumable product which is in excess of the old 
rate of productivity. Not all of this surplus will necessarily be net income. 
Part of its value may be absorbed by a higher rate of remuneration for the 
factors of production, and if there has been increase of capital but no 
corresponding increase of the factors which capital may employ, the tate 
of remuneration must rise. This would lower the rate of return for all capital 
and not merely for that newly created and invested. But according to the 


*So designated by Hans Kirchmann, in his Studien zur Grenzproduktivitatstheorie des 
Kapitalzinses, a study of the theory as treated by Béhm-Bawerk, Wicksell, and Akerman. 
Wicksell and Akerman are both followers and critics of Béhm- Bawerk. See Wicksell, Vorle- 
sungen iiber Nationaléh mie, 1. Band, and his contribution to the third volume of Die 


Wirtschaftstheorie der Gegenwart, and Akerman, Realkapital und Realzins. These three 
writers illuminate the ss of production but seem less successful in their treatment of 
problems of distributior 
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what- productivity theory it is the rate of return yielded by the new processes that 
with sets the standard for all capital. 

inary Without at this point questioning that this may be demonstrated, let us 
with examine the fundamental assumption that physical product makes a rate 
oduct pet cent of money capital. Can the increase of product by weight and tale, 
-alto- brought about by a particular kind of investment of new capital, exercise a 
s, but direct effect on the general rate of return to capital? Of course, a rate can 
S, Not be calculated on the basis of values only, not of physical quantities of such 
tis a incommensurable things as agents of production and their products. Physical 
may, increase of product must, therefore, lead to increased pecuniary return if it 
irplus is to have any part in the matter. Increase of product in a particular industry 
Cesses may be expected to lower the price somewhat so that the rate of value in- 
This crease is less than that of the physical. But in the sense of the productivity 
estion theory the increase of value product must be associated with, or caused by, 
of the physical productivity. If the value of the product rose for other reasons— 
active through increase of demand, for instance, or through restriction of output— 
ers— it would not be production at all. It is a crucial question, therefore, for the 
se we productivity theory whether money return and physical product move in the 
ransi- same direction, increase or decrease together, though at unequal rates. What 
vents will be the direction of change of the percentual rate which capital receives 
> Sub- is another question; but this rate can have no relation to productivity unless 
argu: physical product and value product are associated. 

We assume that the new processes financed by new capital add to the 
n the total physical product of society, that the decrease of product at points or 
orld’s areas of withdrawal of factors for service in the new processes is more than 
s the compensated by their increased productivity in the new processes. That this 
°5 not always happens is not self-evident. But it is a possible case and taken for 
t. But granted by the theory we are criticizing. Now this increase of aggregate 
actors product is not of itself an increase of aggregate gross money return to 
s that capital. There can be no increase of the aggregate return in money unless 
e old there is an increase of either the total stock of money or its average velocity 
come. of circulation, or a shift of a greater proportion of the total flow of money 
yr the away from investment to payments entering the gross income of industry. 
it no And if no increase of aggregate gross return, there is also none of the net 
> rate return which makes the rate per cent for which an explanation is sought, 
apital because increase of capital implies increased deductions from gross return 
o the to reach the net return. The productivity theory offers no proof that such 
oe augmentation of pecuniary gross return is caused by larger physical product. 
oe. The significance of the common assumption of a constant value of money 
V orl. appears at this point. A constant value of money is impossible if product 
= has been increased, unless money orf its velocity has also been increased. If 
ent of the increase of money flow were directed entirely to the purchase of the par- 
ticular product which has been increased, physical and value product at that 
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point would increase equally. If, on the other hand, the expenditure of the 
additional money is distributed over many products, the aggregates of money 
return and physical product would increase equally. In either case the situa. 
tion would be saved for the productivity theory, if it could but prove that 
the increase of money flow was the result of an increased production of 
goods. But just to assume that the value of money remains constant; is noi 
proving a larger money flow. 

The theory fails to explain aggregate gross return and aggregate net 
return to capital and, therefore, fails to explain the average rate of retum, 
It makes no difference whether physical product is greatly augmented or 
not at all, so far as the money sums which make the general rate of retum 
are concerned. By its influence on the price level of consumers’ goods, pro- 
ductivity may indeed determine how much “real income” the capitalists’ 
money return represents. But as it will do the same for all other incomes, this 
has no specific bearing on the theory of the “share in distribution” going to 
capital. For a rate per cent got by a comparison of two money sums, it is of 
no consequence how much ‘‘real’’ wealth they respectively represent. 

It is not a valid objection to the above criticism that the productivity 
theory does not aim directly at explaining the average rate of return but ex- 
plains the marginal rate. It tries to go further, of course, and to demonstrate 
that the marginal rate tends to become the general one. In this effort, how- 
ever, it is obliged to resort to reasoning which, it will appear, is not allow- 
able when capital is regarded as money. The special rates earned by firms 
investing new capital in some change of method or extension of the produc- 
tion period are probably far from uniform. If these are to be called marginal, 
there is no general marginal rate. But in any case these special rates of 
return are temporary and get evened out by competition, and the rate result- 
ing is an average, not of marginal rates only, but of all rates. The rate for 
which theory must account is the equilibrium rate. This is the only general 
one and the only one properly the subject of general propositions. To try to 
account for all the numerous and constantly changing individual rates would 
be violating the rule of mental economy to which scientific thought must 
conform. All that can be said of the individual rates is that they tend toward 
uniformity, that is, toward the equilibrium rate. But that is a weighted aver- 
age of those actually prevailing.* Capital will flow from points of lower to 
those of higher return until all the mobile part of capital receives just this 
average rate. It is the ratio of the aggregate money return to aggregate 
capital.® 


* Weighted accor to the size of the capitals receiving each rate. 

* Mobility of capital is of different degrees. All capital is somewhat mobile except that 
which cannot earn its depreciation or renewal, and which, therefore, is doomed to extinction 
and is out of the reck g. The slower moving capitals and those invested in things not 


quickly duplicated may be getting positive or negative quasi-rents. There are capitals too 
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The equilibrium rate, however, cannot be a marginal rate, the rate of a 
last increment of capital, forced back on the earlier increments and thus made 
the general rate. Marginal return can be imputed only to factors of produc- 
tion employed by capital but not to capital itself. When obliged to remuner- 
ate each factor at a uniform rate, capital will refuse to employ a marginal 
increment and pay it in proportion to the supposed addition to the value of 
the total product, unless the same rate of pay—lower than prevailed before— 
can be extended to all the earlier units employed. Probably the reduction in 
the general rate of remuneration takes place before the marginal outsider 
gets employment at ul. The reduction in payment to the total of the earlier 
units employed would constitute a rent for some other factor or combination 
of factors. But capital as money has no employer who can vary its propor- 
tion to other things which he employs. Capital itself is the only employer. It 
looks for the highest rate of return it can get, for higher rates and not for 
decreasing marginal rates; and thus there is movement from industry to 
industry until all mobile capital gets the same rate, the weighted average of 
all the individual rates of return. This is the inevitable conclusion if capital 
is seen to be money used for investment and its income also to be just money. 

There is another objection or set of objections to our discussion of the 
productivity theory. Throughout, the subject matter is taken to be a “‘rate of 
return to capital,” not the rate of interest, which alone the theory professes to 
explain. And this, beside misrepresenting the theory criticized, is treating 
the problems of distribution in the wrong order. The productivity theory of 
interest, so the objectors may plead, starts with what should come first. 
Whether capital in addition to interest may receive ‘pure profit” or other 
winnings is another story to be told later. Analysis has broken up the too 
inclusive classical concept of “profit on capital,” and we must not again 
throw interest and profit together in a heap and make that the starting point 
of discussion. ‘‘It just isn’t done.”’ Certainly fashion is on the side of the 
objectors. In the college texts the chapter on interest gives the impression 
of a final treatment of the income of capital, calling it interest, explicit and 
implicit. But then comes the chapter on profits (as an epilogue to the whole 
subject of distribution) in which the undergraduate may learn that there 
is another income to capital called “‘pure profit’ or just profit. He may, how- 
ever, be so fascinated by the colossal figure of the captain of industry that he 
fails to see that wages of management are not profits, and that the entre- 
preneur assuming business risks is risking capital and nothing else. That, 
therefore, it is again capital whose income is under consideration. But it 
appears appropriate that profit should come after interest if it is just a 


which uld move but do not because they are enjoying monopoly gains. They control en- 
laves not open to other capitals and their rate of return is not subject to the evening out of 

mpetition. They must be classed, therefore, as immobile. The equilibrium rate is the 
average rate of mobile capital. 
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residual after costs are paid and if interest is a cost. And when we turn from 
elementary texts and general manuals to the most severely abstract exposi- 
tions of distribution based on marginal productivity, we see the residual 
vanish altogether. In the state of equilibrium, we are told, competition has 
leveled gross return down to costs, and profit is zero. But interest remains be 
Cause it is a cost. 

Now here let it be interjected that if we accept this picture of a profitless 
world, we need merely substitute the word “interest’’ for “net return to 
capital” in our discussion of the equilibrium rate and our contention that 
this is an average rate, not a marginal one, and that productivity has nothing 
to do with it, still holds. But equilibrium is never reached and it is well not 
to assume that it is even in a “first approximation” treatment of our prob- 
lem. Returning, therefore, to a point nearer reality, let us raise the question 
whether the classification of interest as cost, giving it precedence of treat 
ment over profit, is justified. Can interest really be differentiated in that 
way? Is it any less residual, or more cost than profit? If the term “‘cost’’ is to 
be applied to any element of the “supply price” of a commodity, then both 
“pure profit” and interest are costs—opportunity costs for every industry. 
But if, as seems preferable, we use it to designate money not drawn from 
gross return but paid out of capital, neither interest nor profit is cost. Of 
course the interest and profits received by the earlier segments of an industry 
not integrated, are costs for the later segments, but each derives its interest 
and profit from its gross return. Deduct from this the costs incurred and 
you get the “‘net return to capital,” a residual of which interest forms a part. 
It is the “profit on capital’ of the classical economists with wages of man- 
agement deducted. 

The special problem of the rate of interest is what determines how large 
a part it forms the rate of net return to capital. But that problem comes after 
the major problem of the whole return. The usual order of treatment must 
be reversed. It is the whole return which makes interest possible and the 
rate of this whole return is a determinant of the rate of interest. Its division 
into interest and other incomes of capital is much affected by the financial 
policy of corporations choosing between different classes of securities for 
the means of obtaining capital. The large variety of these—with the transi- 
tion from the best secured debtor obligations to the most speculative of 
shares so gradual that one may be puzzled to know what to call interest 
and what profit—are but different ways of apportioning chances of getting 
part of the total net return. In other words, they are ways of dividing risk, 
and all capital invested incurs some risk. Questions of security and in- 
security, therefore. Productivity has nothing to do with it. There is no 
definite part of the product imputable to capital as such but marked off from 
the total return as interest. And anticipating conclusions of our discussions 
of the time-preference theory we may declare that time preference also 
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cannot mark off as interest any part of the whole net return. If neither the 
productivity theory of interest nor the time-preference theory is valid, there 
is no rate of interest determined independently of the whole return to 
capital. That whole return is the fundamental problem for a theory of the 
rate of income on capital. 

But how is the problem to be solved? As the rate in question is an average 
indicated by the percentual relation between two pecuniary aggregates, will 
not the most promising approach be through a description of what may 
appropriately be called the “circuit flow of money’’?* Of that flow these 
aggregates are a considerable part. A mere description of the flow may appear 
to be only a statement of the problem and of little advantage to those ac- 
customed to think of the total flow in all its circuits as only the counterpart of 
movements of goods and services. But it reveals values necessary to the 
calculation of the rate which the usual analysis, based on the assumption of a 

purely passive rdle for the money flow, has not accounted for or even 
referted to. In view of the failure of the productivity theory and the obvious 
incompleteness of the abstinence theory, and assuming for the present that 
the time-preference theory need not be considered, it is here suggested that 
a simple mathematical solution of the problem, the values for which a 
description of the circuit flow will disclose but not explain, might be ac- 
cepted provisionally. And are not all of our theories provisional? As, how- 
ever, one proceeds to map out the circuit flow, facts appear which may 
contribute to a fuller explanation. They are facts which analysis of the 
“natural economy” might also disclose or has already disclosed. No veto 
on the study of the natural economy is proposed—only the different line of 
approach given by study of the circuit flow of money. 

But to trace that flow in all its ramifications is not easy and will not be 
attempted here. Only enough to indicate certain possible inferences. The 
natural point of departure is the division of the total money flow into in- 
vestment and consumer spending. If all industries were fully integrated, the 
inoney spent by consumers would be the aggregate gross return to industry. 
To get the net return, some deductions would have to be made. And here 
certain technological facts of capital turnover determining some of the cir- 
cuits of the money flow appear. The “‘life”’ of a machine or a building, for 
instance, determines the proportion of its value which must annually be de- 
ducted from gross return and re-saved. Another aspect of the technological 
situation enters even more directly into the making of the rate of return and 
that is the time interval between investment and the receipt of income from 


*A circuit flow because most money, being durable, may return to positions it has oc- 
ed before, completing circuits again and again, whereas in the flow of goods the consti- 
tuent elements move in one direction only, never doubling on their courses, and then dis- 
appear. In using the phrase given such a vogue by Foster and Catchings there is no intention 
ot following them in their description of the flow or the conclusions they draw from it. 
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it. It determines what rate per annum a certain net income stands for." 

Now if we could assume besides integration of industries, an average 
investment period or time interval between investment and its return, and 
also complete mobility of capital, we should have a comparatively simple pic. 
ture of the circuit flow and the forces determining the rate of return to capi- 
tal. As a “first approximation,” it may have some value. But drop any of 
these assumptions and matters get terribly complicated. Because, for in. 
stance, industries are not fully integrated, all investment is capital, but part 
of it is also gross return paid to the earlier segments of an industry by the 
later. The simple division of the total money flow into two great “funds” 
must give way to more detailed analysis. To follow the course of the circuits 
of money calls for a study of the composition of investment, of the kind of 
things for which capital as money is given, as determined by technological 
and financial considerations and arrangements. It may be inferred that in- 
crease of the aggregate of capital, if total money and its velocity remain un- 
changed, will lead to a lower average rate of return, but that the composition 
of capital investment may have considerable influence in determining how 
far this may go toward extinguishing the rate altogether. And of course the 
whole inquiry needs to be supplemented by a consideration of the effect of 
changes in the volume of that total money flow which we have assumed to 
remain constant. 


The time-preference theory remains to be examined. Unlike the pro- 
ductivity theory, it can stand discussion in pecuniary terms without suffering 
immediate damage. Although regarding preference for present over future 
consumers’ goods, or the satisfaction derived from them, as fundamental, 
present and future sums of money may represent these goods and satisfac- 
tions. In any case the actual choices between present and future relevant to 
our problem are between sums of money. The preference for having goods 
or money at one time rather than another would enter whenever there is 2 
giving up of present for future money. But the conditions under which time 
preference may enter are not quite the same at every stage in the journey of 
capital from its first appearance as savings to its final investment or payment 
for factors of production. We may designate three stages. First the birth of 
capital in saving. Investment follows saving though there may be consid: 
erable delay. Investment, however, may sometimes accompany and, in 4 
sense, even precede saving in the case of those who, receiving their income 
at intervals (monthly or quarterly), draw on income just received to take up 
some attractive investment and thus are compelled to reduce consumptive 
spending until the next installment of income arrives. But the usual order 


™ The reference to technological facts of depreciation and time intervals as determinants 
of what rate per annum is given by a certain gross return does not rehabilitate the produc- 
tivity theory. It is still true that the gross return in money is not determined by quantity of 


physical product and that it is money return which makes the rate of return. 
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is saving continued for some time, an accumulation of savings, before in- 
yestment takes place. Investment is divisible into general investment, 7.e., 
investment in a business firm as a whole, a payment into its general fund, as 
when its securities are purchased, and specific or detailed investment, the 
use of funds for purchasing or hiring factors of production and materials. 
These two kinds of investment occupy respectively the second and third 
stages in the journey of capital. Capital not saved but created by the com- 
merical banking system does not appear in the first stage. Capital saved out 
of net income by corporations, and capital employed by its saver in a busi- 
ness managed by himself, do not appear in the second stage. 

Now it is only in the third stage, in the purchase and hire of things used 
in production, that time preference could be supposed to determine the 
amount invested by discounting the gross return of business, that is, to pur- 
chase at a discount entire future income, as represented by the theory in 
question. In the first and second stages, on the other hand, it is net income 
calculable as a rate per cent that is purchased, and the amount invested is 
determined by reaction to an objective rate of return. The mathematical 
process may be called capitalization in distinction from the process of dis- 
counting employed in the third. In all three stages time preference is sup- 
posed to be present, but only in the third does it originate an objective rate, 
the basis of the rate offered to saver and general investor, without which the 
subjective rates in the earlier stages cannot operate. For guidance to saver 
and investor in the first two stages it is, however, a matter of indifference 
how the objective rate was made. If time preference did not operate at all 
in the conduct of industry, that is in the third stage, but was operative in 
saving and general investment, the time-preference theory could account for 
the quantity of capital only. Complete explanation of the rate of return 
would then require the aid of a theory demonstrating the influence of quan- 
tity of capital on the rate. It is often sought in a combination of time-prefer- 
ence theory (perhaps then called abstinence theory) with the productivity 
theory of interest—on the silent assumption that time preference does not 
enter the third stage. 

If, however, time preference does enter there decisively to make a rate, as 
the time-preference theory in its most comprehensive formulation must hold, 
there is no room for a productivity theory. Productivity could not make a 
tate of interest differing from that set by time preference. The gross income 
which is discounted is a future, not definitely known, income. The actually 
realized rate of return, perhaps because of an unforeseen rate of physical 
productivity, might be larger or smaller than the anticipated rate—that is, 
the time-preference rate. But excess or deficit of rate, in the view of the 
time-preference theory, would be “‘pure profit,” positive or negative, and 
probably temporary. If the larger rate were expected to continue, “‘capital”’ 
would be revalued, a gross return different from the one originally antici- 
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pated being discounted at the time-preference rate.* The time-preference 
theory may, therefore, admit productivity as accounting for the whole return 
to capital including pure profit (when equilibrium has not been reached) 
but not for the rate of interest. That is set by time preference. The time. 
preference theory might admit any explanation of the rate of the whole 
return to capital based on the idea that quantity of capital is a direct determi- 
nant of that rate—such an explanation, for instance, as analysis of the circuit 
flow of money may suggest—but not as accounting for the rate of interest. 
It cannot admit the idea of the rate of the whole return to capital determin. 
ing the rate of interest and, constituting, therefore, the prior problem for 
economic theory. Time preference, it holds, marks off from the whole return 
to capital a definite proportion as interest, and it does not matter how large 
the whole return may be. The theory professes to explain only the interest 
rate but, in that field, it can consistently tolerate no rival. This exclusive rdle, 
however, requires that it prove that time preference really enters in the third 
stage as a rate which, in conjunction with the time-preference rates of savers 
and general investors, determines the quantity of capital. 

Does time preference enter into the process of buying and hiring agents 
of production and materials? If it does, how are we to explain the fact that 
agents engaged in a long job do not have their remuneration increased from 
time to time as the job approaches completion? Or how explain the uni- 
formity of prices of factors and materials used in different industries and, 
therefore, at different time intervals from their completed consumable prod- 
uct? And whose rate of time preference is it that enters? In the case of cor- 
porations, the hiring of factors is done by employees. They are not using 
their own capital. Their personal rate of time preference can be of no con- 
sequence and they do not know that of the owners of the business. Or are 
they governed in their bargaining with factors of production and dealers in 
necessary materials, by the interest rate on loans contracted, and thus indi- 
rectly by the time preference of the creditors? If they have borrowed funds 
created by commercial banks, there is, of course, no time preference in ques- 
tion. But even in the case of funds acquired by the sale of bonds, is it not 
more reasonable to suppose that having borrowed, they will make the best 
possible use of them, even though the rate of return is less than that called 
for by the contract? If the borrowed part is not too large a proportion of the 
whole capital of the firm, solvency may still be maintained. What they will 
pay for productive factors and materials will depend on the prices prevailing 
and these—the general level of them—will depend on how much capital 
there is in industry, as against the quantity of factors and materials offered 
for sale or hire.? And the same will be true of those managing their own 

* It would, however, as suggested by Irving Fisher, be a time-preference rate differing 


from the one previously in force because of the change in quantity of product. 
* Why do not time-preference theorists apply to the things for which capital funds are 
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invested capital. Their rate of time preference might have influenced the 
quantity they have saved; but, once in business, they do the best they can 
even though the rate realized does not meet their original expectations. If 
their personal rate had an influence on what they pay, there would be the 
greatest diversity of price for factors and materials. Like incorporated in- 
dustry, however, these individual capitalist-enterprisers simply pay the prices 
of the market. We may conclude then that the aggregate capital reaching 
the third stage acts directly to determine the general rate of the whole return 
to capital. And that rate helps to determine the rate of interest. There is no 
definite part of it sliced off as the interest rate by time prefercace. At least 
not at the third stage. 

If the time-preference theory retreats to the second stage to find there the 
explanation of the interest rate, it has surrendered exclusive jurisdiction. It 
then requires the aid of some theory of the rate of return in industry (the 
third stage) because the time preference rates of savers and general investors 
cannot act in vacuo. A combination of theories—one to explain demand for 
capital, the other, the time-preference theory, the supply—treadily suggests 
itself. Thus the loan market is pictured as the scene of the interplay of de- 
mand and supply. This market, to be sure, is not the entire area of the second 
stage, nor the only entrance to industry for capital. There is the stock market 
also, to say nothing of capital which reaches industry directly and does not 
pass through the second stage at all. But in the loan market we see a “con- 
tract” or “explicit” rate of interest formed and any other rate of interest, any 
“implicit” rate, has only a doubtful theoretical existence. The important 
question, however, at this point of our discussion is whether time preference 
really determines the supply of capital in this market, or, indeed, anywhere 
in the second stage. Part of the capital appearing is created by the commer- 
cial banking system and no rate of time preference is discernible there. A 
large part is entered by financial middlemen whose personal rate of time 
preference has no effect. And of the rest of the capital, it may be said that 
the larger part once saved will be invested whether it can get the rate of time 
preference or not. If capital once saved is held back, it is because of consid- 
erations of risk, not of time preference. The only part of the capital which 
is saved, in the investment of which a personal time preference might have 
some influence, is that invested as it is saved or before, if saved to seize some 
tempting opportunity. 

We may conclude, therefore, that if time preference plays any part, it can 
be only at the first stage, in the birth of capital through saving. That might 
be no mean rdle; for most of the capital thus started, joined by what com- 


t, the formula by which they account for the omnibus price level, instead of trying to 

xpiain their prices as the discounted value of their product? Why not take that part of MV 
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mercial banks create, goes to form that aggregate investment which deter. 
mines the rate of return in industry. If however, we wish to attribute real 
importance to time preference or some such subjective factor, we must think 
of saving and maintenance of capital as response to an expected rate of te- 
turn, which rate may be that of the loan market or something larger and 
more speculative known or imagined to exist. But the idea of capital in- 
creasing and decreasing with the rate of return as represented by time-prefer- 
ence and abstinence theories has come in for a considerable amount of scepti- 
cal comment. There is pretty general agreement now that whatever the effect 
of a rise of the rate may be, a fall will not lead to consumption of capital al- 
ready saved, will not even cause cessatior. of further saving, but, at most, a 
diminished rate of increase of the capital saved, 

And that suggests a problem. If increase of capital leads to a lower rate 
of return but a fall of the rate does not stop the increase of capital, what is 
there to avert complete extinction of all return? How is excess of capita! 
prevented? The theories of the subjective determinants of saving, the time- 
preference and abstinence theories, can give no acceptable answer to the 
question. We venture to suggest that it be sought in a study of the circuit 
flow of money. That will show how a vast amount of capital may disappear 
in other ways than through the deliberate consumption of what has been 
saved by those dissatisfied with a low rate. A time of depression presents an 
abundance of material for such study. 


G. A. KLEENE 
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MONETARY AND BANKING LEGISLATION IN CANADA, 1934 


The recent revision of the machinery of the Canadian banking system was one of un- 
usual importance. Canada has effected the periodic revision of the Bank act and established 
a central bank. 

The Bank of Canada is a privately owned institution designed especially to serve the 
public interest. It will correlate the heretofore independent elements within the system; it 
oil formulate and execute the monetary policy of the Dominion; it will be responsible for 
the e care of the monetary gold reserves and gradually assume the sole right of note issue. The 
establishment of the Bank necessitated major changes in the powers of the Department of 
Finance and of the chartered banks. 


The following article outlines the preliminary proceedings and reviews the Bank act un- 
der which the chartered banks will operate for the next ten years, the Bank of Canada act 
hich establishes the Bank of Canada, the Quebec Savings Banks act, and other legislation 
providing for the discontinuation of the Dominion note issue and the rediscount facilities 
f the Department of Finance. 

The sixth revision of the Canadian Bank act was due in 1933. Because of 
the severity of the depression and of the special problem which surrounded 
the revision, the Bank Charters Continuation act was passed extending the 
charters of the banks until July 1, 1934. The government decided that in the 
meantime a thorough examination of the financial equipment of the country 
should be made. 


The Macmillan Commission 


On July 31, 1933, a Royal Commission on Banking and Currency of five 
members was appointed to make a detailed examination of the banking sys- 
tem and to inquire into the advisability of establishing in Canada a central 
banking institution. The Commission was composed of Lord Macmillan, 
eminent British jurist; Sir Charles Addis, a prominent British financier and 
a director of the Bank of England from 1918 to 1932; Sir Thomas White, 
vice-president of the Canadian Bank of Commerce and war-time Minister 
of Finance; Mr. Beaudry Leman, general manager of the Banque Canadienne 
Nationale and Mr. J. E. Brownlee, able attorney and then premier of the 
Province of Alberta. Lord Macmillan was appointed chairman of the Com- 
mission. The Commission analyzed first, the efficiency of the banking and 
monetary equipment working within the limits of its constitution and, sec- 
ond, the adequacy of the equipment in meeting the needs of the country. 
The Commission travelled from coast to coast holding public hearings in 
the important centers. Its report was completed on September 27, 1933. 

In respect to the commercial operations of the banks, the Commission 
concluded that “the Canadian banks give admirable evidence of security, 
efficiency and convenience.” It did, however, make some recommendations 
concerning the major problems presented to it. It recommended the repeal 
of Section 91, 1, which stipulated a 7 per cent interest charge which it was 

alleged the banks had evaded." It had heard many complaints from farmers 
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rt of the Royal Commission on Banking and Currency in Canada, 1933. Mr. J. E. 
ee dissented from the opinion of the other members of the Commission and con- 
aded that the 7 per cent maximum should be retained. 
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who were irritated and annoyed by the banks’ practice of taking notes for 
three or four months when the loans were not expected to be paid for six 
or twelve months. The Commission, however, recommended that this matter 
could be better adjusted by moral suasion than by legislation.” It suggested 
that the banks a ld arefully consider the advisability of climinating col- 
lection charges on checks and recouping themselves for this service in a way 
more convenient to their customers.* Many objections had been made to the 
high rate of interest charged provincial governments, municipalities and 
school boards; and more radical critics had suggested that the government 
should issue Dominion notes to finance these bodies. The Commission did 
not consider that excessive rates were being charged and held that the gov- 
ernment would embark on a dangerous policy if it were to undertake the 
support of the governing bodies as suggested.‘ 

Much criticism had been directed against the banks for the alleged in- 
fringement upon the business of the investment bankers. The Commission 
reported that it “could not fail to be impressed by evidence of abuses.” It 
strongly urged upon the banks the necessity of extreme care in security deal- 
ings.® 

Another matter brought forcefully to the attention of the Commission was 
the fact that many bank directors were also directors of other large industrial 
and financial concerns, and it was alleged that such corporations were fav- 
ored to the detriment of individual customers engaged in agriculture and 
other primary industries.° The Commissioners found no evidence of dis- 
crimination and pointed out the desirability of having men of wide and suc- 
cessful business experience on the boards of directors of the banks. It recom- 
mended, however, that those banks without by-laws preventing their 
directors from being present at meetings of their boards when loans in which 
they were otherwise personally interested were being considered, should 
have such by-laws.’ 

The Commission suggested that a more equitable distribution of bank di- 
rectors as to the East and West might allay the feeling of the West that their 
interests were being subordinated to those of the East.* It did not consider 
that bank profits were excessive or that any adequate reason had been ad- 
vanced either for making the bank charters perpetual or for reducing their 
length.® It recommended that Section 95 of the Bank act, which had the 
effect of preventing married women in Quebec from depositing more than 
$2,000 without the consent of their husbands, be amended to remove this 
limitation.*° 


Ibid., p. 74. [bid., p. 78. 
* Ibid., p. 74. * [bid., p. 78. 
* Ibid., p. 75. * Ibid., p. 79. 
Ibid., p. 77. Ibid., p. 79. 


Ibid., p. 78. 
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The problem of the need for a central bank was the important one for the 
Commission. It was impressed “‘by the absence in Canada of any single bank- 
ing institution which, while linked by its activities with national finance and 
commerce, is nevertheless detached by its constitution and the temper of its 
administration from the ordinary pursuits of commercial banking.”"* Most 
of the Canadian bank executives were of the opinion that a central bank 
could do no more than was already being done by the banks and the Finance 

The Finance act is an extremely important instrument in the Canadian 
banking system. It was passed as a war emergency measure in 1914 to pro- 
vide a means whereby the banks could increase their cash reserves by borrow- 
ing from the Treasury upon pledge of approved securities. This arrangement 
was made permanent in 1923. No specific gold reserve was required for 
Dominion notes issued under this provision. All such notes are legal tender 
and the banks were privileged to present them for redemption when their 
need for gold for export arose. By this act the responsibility for credit con- 
trol was placed directly upon the Treasury Board, a body composed of the 
Minister of Finance and five other ministers with the Deputy Minister of 
Finance as secretary. 

Canada returned to the gold standard in 1926; and by the close of 1928 
the lack of competent management of the facilities afforded by the Finance 
act forced the government to restrict the free operation of the gold standard, 
and Canadian money was discounted on the foreign exchanges.** 

By a majority the Commission concluded that Canada was in need of a 
central bank to remove this weakness in the Finance act, to control and de- 
fend the external value of the dollar, to codperate with other central banking 
institutions, to influence the general level of economic activity and to give 
expert and impartial advice to the government."* It suggested the main fea- 
tures of the constitution of the proposed bank but warned that such an insti- 
tution should not be expected to cure all the economic ills of the country. 


The Parliamentary Committee 


The Bill to establish a central bank in Canada was drafted closely along 
the lines suggested by the Commission. 

The Bill to renew the bank charters went further than the Commission’s 
recommendations in attempting to avoid any possibility of abuses arising 
trom interlocking directorates and the concentration of banking power. The 


Ibid, p. 61. 

* A Canadian Banker, “Does Canada Need a Central Bank?’ Reprinted from the Finan- 
ial P t, Toronto, Ontario. 
: “C. A. Curtis, “Proceedings of the Canadian Political Science Association, 1930,” 
jour. of Pol. Econ. June, 1932. 


“Sir Thomas White and Mr. Beaudry Leman dissented from the conclusion of the Com- 
mission, 
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76 F. ]. Dixon [ March 1 
important changes are in respect to the establishment of the Central Bank. P 
The Bills were thoroughly considered by the Select Standing Committee al 
on Banking and Commerce.** This Committee consisted of fifty members C. 
representing all political parties in the House. Most of the discussion cen- 
tered upon the problems of interlocking directorates, the banks’ policies in . 
respect to the depression, government guaranteed loans to the Canadian 
Pacific Railway and the Wheat Pools, the overexpansion of the pulp and ny 
paper industry and the dealings of the banks in securities. C 
Evidence was given by bank executives, leaders of industry, investment . 
bankers and officials of the Department of Finance. There was a strong de- - 
mand for nationalization of the banking system. A prominent witness was I 
Major C. H. Douglas who confused rather than convinced most of the Com- B 
mittee and some of his own supporters. A 
The prolonged discussions of the Committee did not result in any funda- q 
mental changes being made in the Bills. The Bank act was assented to on . 
June 28, 1934, and the Bank of Canada act on July 3, 1934. . 
The Bank Act of 1934 T 
The important changes in this Act concern the following titles: the issue It 
and circulation of notes; insolvency; the reserves; annual and special state- a 
ments; the business and powers of the banks; the returns; and prohibited : 
business. 
Issue and Circulation of Notes b 
After the Bank of Canada begins business the chartered banks’ note-is- ar 
suing privileges will be restricted and their notes gradually replaced by notes th 
of the Bank of Canada. The facilities of the central gold reserves and the 01 
crop-moving privileges will be removed.** A bank’s maximum issue must Pp. 
not exceed the amount of its unimpaired paid-up capital; and on the first day pl 
of January in each year for a period of five years commencing in 1936, the ot 
maximum shall be reduced by 5 per cent. On the first day of January in each nt 
year for a period of five years commencing in 1941, the maximum shall be 
reduced by 10 per cent and thereafter, until Parliament further enacts, shall m 
not exceed 25 per cent of the unimpaired capital.’ ut 
Insolvency 
Along with the restriction of the note-issuing privileges of the banks, 
there is provided a corresponding reduction in the super-added liability of ex 
shareholders. In the event of insolvency this liability of a shareholder, in is 
addition to any amount unpaid upon the shares held, will not bear a greatet Ww 
Minutes of Proceedings and Evidence, The Select Standing Committee of Banking and 


Commerce, Bureau of Public Printing, Ottawa, Ontario. 
* The Bank act, 1934; Sec. 61 (1). 
Ibid., Sec. 61 (2). 
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proportion to the par value of the shares held, than that proportion of the 
amount of notes which the bank is authorized to issue bears to the paid-up 
capital of the bank.** 


Reserves 

The present reserve regulations stipulate that the banks hold in Dominion 
notes not less than 40 per cent of their cash reserves which they have in 
Canada. On and after the date the Bank of Canada begins business, these 
requirements will be repealed. Thereafter, the banks will be required to 
maintain a reserve which shall not be less than 5 per cent of its deposit 
liabilities within Canada. These reserves must consist of a deposit with the 
Bank of Canada and of notes of the Bank of Canada held by the banks. 
Against liabilities outside of Canada, the banks are required to keep ade- 
quate reserves with the Bank of Canada or elsewhere. The amount of such 
reserves is not specified.” 

An interesting feature of these provisions is the permission given to the 
banks to count as reserves the notes of the Bank of Canada which they hold. 
This privilege is not given to member banks of the federal reserve system. 
It gives added elasticity to the note issue of the Bank and makes the reserve 
a real one—one of use in time of need. 


Business and Powers of the Banks 


A number of restrictions are placed upon the powers of the chartered 
banks in an effort to prevent abuses arising from interlocking directorates 
and alleged monopoly. The banks are now prohibited from lending more 
than 5 per cent (formerly 10 per cent) of their paid-up capital to a director 
or to a firm or corporation whose president, general manager or directors are 
partners or shareholders, without the approval of two-thirds of the directors 
present at a board meeting.?° When a loan in which a director of a bank is 
otherwise personally interested is being considered by his board, he must 
not be present.” 

The name of a bank may appear only on a prospectus issued by the Do- 
minion or Provincial governments, a municipality, a limited list of public 
utility companies or in connection with a government guaranteed security.”* 
It is claimed that many persons have bought low-grade securities thinking 
the name of a bank on a prospectus to be a strong recommendation. 

The banks are specifically prohibited from charging, taking, receiving or 
exacting any rate of interest or discount exceeding 7 per cent, but exception 
is made for minimum charges for small loans.** The banks had been charged 
with evading former Acts in this respect, but they defended themselves with 


lhid., Sec. 125 (2). Tbhid., Sec. 75 (3). 
Ibid., Sec. 59 (4). Ibid., Sec. 75 (2) (g). 
Ibid., Sec. 75 (1) (f). * Ibid., Sec. 91 (1). 
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a decision of the Privy Council (McHugh vs. Union Bank of Canada, 1913), 
The Macmillan Commission by a majority considered any such restriction 
inadvisable and recommended its repeal.?* The government, however, saw 
fit to retain it and to express its meaning in definite terms. This provision has 
no immediate effect, for since May 1, 1933, the banks’ charges have not been 
in excess of 7 per cent. 

The principal change in the Act tending to liberalize credit facilities pro- 
vided for loans for the purchase of binder-twine upon the security of the 
crop grown by the borrower and about to be harvested.”* This will be of 
doubtful advantage to farmers who have generally obtained accommodation 
if their crops were not already covered with prior liens or when farm loans 
were made practically impossible because of debt relief legislation. 


Annual and Special Statements: The Returns 


Various changes have been made in the sections providing for the form of 
the annual and special statements to the shareholders and the annual returns 
to the Minister of Finance. The changes are designed primarily to secure 
uniformity between the annual and monthly returns, to classify some pro- 
visions and to give more detailed classifications of assets and liabilities. The 
annual return to the Minister of Finance must contain the name and address 
of each director and a list of the firms, companies and corporations of which 
each is a director or partner.** The annual returns must be presented to 
Parliament by the Minister of Finance.” 


Miscellaneous Amendments 


Heretofore, the curator of the affairs of a bank which is forced to suspend 
payments has been appointed by the Canadian Bankers Association. The Act 
now provides that the curator shall be appointed by the Minister of Fi- 
nance.** 

On the recommendation of the Macmillan Commission married women in 
the Province of Quebec are given unlimited right of deposit without the 
consent of their husbands.”° 

A change is made in the section providing for the Shareholders’ Audit. 
Auditors have not been permitted to accept any other duties for the bank, 
and this prevented them from being engaged to examine the accounts of a 
borrower from the bank. Auditors can now accept only such other duties for 
the bank as arise out of any situation connected with the affairs of the bank.” 

To make effective the new provisions, many changes in respect to penalties 
for violation of the Act have been made. On the whole, the revision of the 


* The Report of the Royal Commission on Banking and Currency, pp. 72, 73. 
* The Bank act, 1934, Sec. 88. *% Tbid., Sec. 2 (e), Sec. 117. 
* Ibid., Sec. 113 (2). * Thid., Sec. 95. 

* Ibid., Sec. 114 (12). ® Ibid., Sec. 55 (17). 
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Bank act, while tending toward greater supervision and control, reflects the 
conservatism traditional in Canadian banking legislation. 


The Bank of Canada Act 


The Bank of Canada act, assented to July 3, 1934, establishes a central 
Bank of Canada. It is named the Bank of Canada and is given a permanent 
charter. It will commence business at a time to be fixed in its certificate issued 
by the Minister when authorized by the Governor in Council. 


Constitution and Management 


The bank is to have a head office at Ottawa and is permitted to establish 
branches in Canada and abroad. It shall be under the management of a 
board of directors composed of a governor, a deputy governor and seven di- 
rectors.*? An assistant deputy governor is permissible and will probably be 
appointed. The Deputy Minister of Finance is an ex-officio member of the 
board but is not to be given a vote. 

The first governor, deputy and assistant deputy are to be appointed by the 
Governor in Council for a term of seven years; thereafter they are to be ap- 
pointed by the directors with the approval of the Governor in Council.* 
These officers and the directors are eligible for re-appointment at the expira- 
tion of these terms of office. The governor of the bank must approve all the 
actions and decisions of the directors or executive committee. This places the 
large burden of executive responsibility directly upon the governor. 

The board of directors will be elected by the shareholders for terms of five 
years except in the case of the members of the first board. These will be ap- 
pointed so as to obtain the principle of rotation.** Members of the board are 
to be registered owners of 10 shares of capital stock and are not to be di- 
rectors of any chartered banks at the same time and are to represent diver- 
sified occupations.** 

The executive committee will consist of the governor, deputy governor, 
one director, and the Deputy Minister of Finance who will not be privileged 
to vote. The committee will have charge of any matters within the jurisdic- 
tion of the board but will deal especially with the rate of discount.** 


Capital and Shares 


The capital of the Bank will be $5,000,000, divided into shares of $50 
each. On application $12.50 must be paid and the balance is to be paid in 12 
months.** The liability of each shareholder is limited to the amount un- 


"Mr. Graham Ford Towers, assistant general manager of the Royal Bank of Canada was 
appointed governor on September 6, 1934. 

" Bank of Canada act, Sec. 8, (1), (2). 

Ibid., Sec. 9 (2). Tbid., Sec. 10 (1), (2). Tbid., Sec. 13. 


| * Shares were offered to the public on September 17, 1934, $12.50 payable on application 
and balance on January 2, 1935. 
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paid on the shares held. Shares may be held only by British subjects or. 
dinarily resident in Canada, and no shares can be held by the chartered banks 
and no person can hold more than 50 shares. 


Business and Powers of the Bank 


The functions of the Bank are to be supplementary and regulatory, and in 
no way to compete with the chartered banks. It cannot accept deposits or 
make loans and advances except for the chartered banks, the Dominion and 
Provincial governments or banks incorporated under the Quebec Savings 
Bank act.*” 

The Bank may buy and sell gold, silver, nickel and bronze coin and gold 
and silver bullion, buy and sell bills of exchange, bankers’ acceptances, 
bankers’ drafts and trade acceptances.** It will buy, sell or rediscount short- 
term government securities, short-term securities of the United Kingdom, 
British Dominions, United States of America and France. The Bank may 
buy, sell or rediscount paper for the chartered banks of 90 days’ maturity 
and limited amounts of maturities not exceeding 180 days. It may make loans 
or advances on pledge of approved security for periods not exceeding six 
months to chartered banks, banks incorporated under the Quebec Savings 
Banks act and to the Dominion and Provincial governments. No limit is 
placed upon the amount of such loans and advances in the case of loans to 
the banks; but in the case of loans to the Dominion government the loans 
shall not exceed 1/3 of the estimated revenue for the fiscal year and in the 
case of loans to the Provincial governments the loans shall not exceed 1, of 
the estimated revenue for the year.*® It is empowered to engage in open- 
market operations and to accept deposits without interest from the Domin- 
ion or Provincial governments or the chartered banks or any bank incor- 
porated under the Quebec Savings Bank act. The Bank will act as the fiscal 
agent of the Dominion government and may within limits act for the Pro- 
vincial governments. Dominion government checks are to be paid at par.” 
It is prohibited from purchasing its own stock or shares of any bank except 
those of the Bank of International Settlements; it shall not make loans on 
the security of real estate; shall not make loans without security, accept time 
deposits, pay interest on deposits or allow the renewal of any maturing bills 
of exchange.** 


Note Issue 
The Bank of Canada will gradually assume the sole right of note issue, 
and its notes shall be available as required in either the English or French 
language. The language provision was bitterly contested in the House during 
* Bank of Canada act, Sec. 21 (1). 


* Ibid., Sec. 21 (1). ** Tbhid., Sec. 23. 
Tbid., Sec. 21 (1). “ [bid., Sec. 22. 
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the passage of the Bill. The government very reluctantly agreed to permit 
the double issue.*? The Act provides for the establishment of the gold bullion 
standard if, and when, conditions permit. The notes will be legal tender 
and redeemable on demand for bars of 400 ounces of fine gold. When the 
Bank opens for business the Minister of Finance will transfer all gold (ap- 
proximately $70,000,000), silver and securities held by the government for 
the redemption of Dominion notes.** The banks will pay off all advances un- 
der the Finance act, and the Finance act will then be repealed.** The char- 
tered banks are required to transfer to the Bank all the gold they hold 
against deposits in Canada which amounts to about $60,000,000.** The 
banks will be credited with the statutory price of $20.67 per fine ounce for 
it. Any profits resulting from an increased valuation in the future will 
accrue to the government.** 


Reserves 

The Bank will maintain a gold reserve equivalent to 25 per cent of its 
notes and demand liabilities and may in addition include silver bullion 
valued at market price, and foreign exchange. The amount of silver which 
may be held is limited to that amount which is to be purchased under the 
terms of the London Silver Agreement of 1933—1,671,802 fine ounces each 
year for the next four consecutive years.** No restriction is placed upon the 
amount of foreign exchange, but it must be of the highest quality. It is in- 
teresting to note that no specific security is required against the notes issued 
by the Bank. 

The chartered banks must maintain a reserve of not less than 5 per cent 
of their deposit liabilities within Canada, and these reserves will consist of a 
deposit in the Bank of Canada and of notes of the Bank of Canada held by 
the banks.*® 

The Royal Commission recommended a reserve of 5 per cent consisting 
of a deposit only; and the original draft of the Bill contained this provision. 
The provision as enacted gives more elasticity to the note issue and more 
freedom to the chartered banks with respect to their reserves, thus preserv- 
ing two characteristics of Canadian banking practice. It also follows the 
practice in England, where the joint stock banks maintain reserves of about 
10 or 1014 per cent, some 6 per cent of which is in Bank of England notes 
and some 41/4 of which is in balance with the Bank of England.*° The char- 
tered banks will probably continue to maintain reserves substantially greater 


Ibid., Sec. 24 (1), (4). [bid., Sec. 25 (1), (3). 

“An Act to repeal the Finance act, 1934, Sec. 1. 

“ Bank of Canada act, 1934, Sec. 28 (1). 

Thid., Sec. 29. * Thid., Sec. 26 (4). 

[bid.. Sec. 30. = Sec. 27 

_"W. C. Clark, Deputy Minister of Finance, Ottawa, before the Select Standing Com- 
mittee on Banking and Commerce, June 5, 1934. 
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than the newly prescribed minimum and maintain deposits with the Bank 
suitable for the settlement of inter-bank transactions. 


Profits of the Bank 


Cumulative dividends on the paid-up capital of the Bank are limited to 
4Y, per cent per annum payable half-yearly. One-third of the earnings’ in 
excess of these dividends must be applied to the rest fund and the balance 
accrues to the government until the rest fund equals the paid-up capital, 
Thereafter and until the rest fund equals twice the paid-up capital, one- 
tenth of such excess earnings must be applied to the fund and the balance 
accrues to the government. Finally, when the rest fund is equal to twice the 
paid-up capital, the whole of any surplus must be paid to the government." 


Audit 


The government will appoint two auditors, members of an incorporated 
institute of accountants, to act until the first annual meeting. Thereafter the 
auditors will be appointed by the shareholders.** The Act provides that the 
Minister may direct the inspector general of banks to examine the affairs of 
the Bank.** 

Further provisions of the Act deal with the Bank staff, returns, meetings, 
offenses and penalties, liquidation, organization expenses and by-laws. 


An Act to Amend the Quebec Savings Banks Act 

The charters of the Montreal City and District Savings Bank and La 
Caisse d’ Economie de Notre Dame de Quebec were renewed and extended 
until July 1, 1944.°* The reserve provisions of this Act are amended because 
of the establishment of the Bank of Canada. These banks are essentially 
savings banks and they will be permitted to maintain such reserves as the 
Bank of Canada may consider sufficient and these reserves may consist of 
notes of the Bank or deposits with the Bank or with the chartered banks.® 
The restriction upon the rights of married women to make deposits without 
the consent of their husbands is removed, and amendments relatively unim- 
portant were made in the provisions dealing with inspections, annual returns, 
suspensions, and schedules. 


Monetary Legislation 

The establishment of the Bank of Canada necessitates the repeal of exist- 
ing legislation relating to the issue of Dominion notes. 

Under the Dominion Notes act, R.S. 1927, the issue of $50,000,000 


™ Bank of Canada act, 1934, Sec. 31. 

® Bank of Canada act, 1934, Sec. 32 (1), (2). 

" Ibid., Sec. 32 (5). 

* An Act to Amend the Quebec Savings Banks, 1934, Sec. 1. 
Tbid., Sec. 5. 
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against a gold reserve of 25 per cent was permitted. Chapter 4 of the 
Statutes of 1915 permitted an issue of $26,000,000, of which $16,000,000 
was secured by railway debentures. Under the Finance act unlimited amounts 
could be issued and advanced to the banks on pledge of approved securities. 
All other notes issued were to be backed dollar for dollar with gold. 

On June 20, 1934, bills were passed providing for the repeal of the Fi- 
nance act and the 1915 Statutes, such repeal to become effective when the 
Bank of Canada begins operations.** On June 26, 1934, the Dominion Notes 
act was amended to permit the issue of $120,000,000 against a 25 per cent 
gold reserve, thus permitting an additional issue of about $52,871,000. As 
in additional reserve Canadian mined silver may be held up to the amount to 
be purchased under the terms of the London Silver Agreement.*’ A further 
amendment provides for the repeal of the Dominion notes act when the 
Bank of Canada begins operations.** 


Summary and Conclusion 


The Monetary and Banking Legislation of 1934 is by far the most im- 
portant of all the legislation enacted during the session. It will rank promi- 
nently among the outstanding enactments in the history of Canada. The 
establishment of the Bank of Canada provides an institution directly re- 
sponsible for the control of the nation’s credit and currency and for the 
economic welfare of the country in so far as this is possible by monetary 
ction. The legislation without doubt serves a desirable purpose. The anoma- 
lous situation existing in respect to the control of the facilities of the Finance 
act justifies the immediate creation of a central bank. 

The Bank is organized so as to avoid the dangers of both private and pub- 
lic ownership. It is a private corporation holding a public trust. Its profit- 
secking motive is restricted, but private capital is offered a conservative 
investment. Its governor, who is almost solely responsible for the affairs of 
the Bank, must be one who is acceptable to the government. The appoint- 


Bank of Canada, is everywhere regarded as an excellent one; skillful admin- 
istration of the Bank is confidently expected and the codperation of the char- 
tered banks is assured. 

Private ownership renders the Bank more independent of political inter- 
ference, and the limited number of shares which anyone may hold attempts 
to avoid the danger of a “controlling interest.’’ The provisions allowing the 
re-appointment of the governor, the deputy governor and the assistant 
deputy governor make for a desirable continuity in the management of the 


“ An Act to Repeal the Finance Act, 1934, Sec. 1, 2. An Act to Repeal Chapter 4 of the 
Statutes of 1915, 1934, Sec. 1, 2. 
An Act to Amend the Dominion Notes act, 1934, Sec. 1. 

Ibid., Sec. 2. 
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Bank’s affairs. The inclusion of the Deputy Minister of Finance without vot. 
ing privileges on the board of directors provides a necessary link between 
the Bank and the Department of Finance and avoids the possibility of poli- 
tical pressure. The Bank, in fact, becomes the coérdinating and regulating 
body of the nation’s financial machinery. 
The legislation attempts to create as little inconvenience as possible to the 
chartered banks. The gradual retirement of the chartered bank’s note issue 
is desirable. The reserve provisions give the banks an accustomed latitude 
but this may hinder the Bank in making its control effective. Experience will 
prove the best judge of the adequacy of these reserve requirements and the 
best guide for future amendments. 
The legislation is designed to supplement the present system and not to 
create a new one nor to transplant any other. The organization of the Bank 
of Canada does not resemble in any way the federal reserve system of the 
United States, distinguished by regional banks and member bank owner- 
ship of capital stock. It resembles the Bank of England, the Bank of France 
and the Reichsbank in that it consists of a single institution with branches. 
The Issue and Banking Departments of the Bank of England have no 
counterpart in the Bank of Canada. The Bank will lend directly to the char- 
tered banks rather than indirectly through bill brokers and discount houses 
as does the Bank of England. The Bank of Canada is distinctly Canadian. 
F. J. Dixon 

Regina, Saskatchewan 
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REVIEWS AND NEW BOOKS 
General Works, Theory and Its History 


America’s Capacity to Consume. By MAURICE LEVEN, HAROLD G. MouL- 
TON and CLARK WARBURTON. (Washington: Brookings Inst. 1934. 
Pp. xi, 272. $3.00.) 

This is the second in a series of four studies designed to relate the ‘‘dis- 
tribution of national wealth and income to economic progress.” It follows 
logically after America’s Capacity to Produce, which introduced the series. 
In presenting their work the authors have wisely segregated most of the 
purely statistical material in a series of appendices, together with the descrip- 
tion of the method followed in making the numerous estimates upon which 
their discussion of income, its sources, its distribution, and its use is based. 
The text therefore is largely devoted to presenting in tabular and graphic 
form the statistical summaries resulting from the study and in stating and 
explaining the general principles and conclusions to be derived from this 
material. The body of the book is therefore much more readable than would 
be expected. Due to the method used in constructing some of the graphs, 
those readers who are visually minded may be disappointed in that they 
will find it rather difficult to measure readily the shifts in importance of any 
one item from year to year or from class to class. 

In making their estimates of the amourt and sources of the national in- 
come from 1900 to 1929 the authors use the method and materials of Profes- 
sor King, and of the Department of Commerce report on National Income, 
1929-32. The estimates of the functional (wages, salaries, dividends, etc.) 
and the geographic distribution of this income seem to be pretty much the 
authors’ own. It might be urged in criticism of the method used in comput- 
ing the distribution of personal incomes that the bases employed were those 
found to be applicable in 1918 by Macaulay and in 1921 by King—bases 
which may not have been at all applicable to 1929 conditions. 

The second part of the volume is an analysis of the uses to which the 
national income is put. This analysis is based largely upon the several studies 
of family budgets which have been made since 1918. While a completely sat- 
isfactory treatment of this subject must await the completion of a much 
more extensive study of family budgets than any yet attempted, it is un- 
doubedly true that the authors of this volume make the most intelligent and 
careful use of the material available. 

The third part of the book presents certain general conclusions regarding 
the question: How much can we consume? Those in charge of the efforts 
which the government is making to overcome the depression by means of 
reducing output as well as those who are troubled by the spectre of the im- 
minent over-capacity of this country to produce would find it well worth 
while to study this portion of the volume most assiduously. 
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The conclusions reached are stated in six propositions which are worth 
repeating here: 
(1) During the “gay twenties” the United States was not living beyond 
its means. 
(2) During the past decade the inequality of incomes has tended to 0 be 
accentuated. 
(3) Vast potential demand for basic commodities and for conventional 
necessities exists in the unfulfilled wants of the masses of the people, both 
rural and urban. 
(4) It is not possible in the United States to produce more than the 
American people would like to consume. 
(5) We cannot materially shorten the working day and, with the existing 
technique of production, still produce the quantity of goods and services the 
American people desire to consume. 
(6) In increasing consumption we must not forget the need of simultane- 
ously increasing production. 
R. S. ALEXANDER 

Columbia Universit) 


Essays in Our Changing Order. By THORSTEIN VEBLEN. Edited by LEon 
ARDZROONI. (New York: Viking Press. 1934. Pp. xviii, 472. $3.00.) 
While most of the material in this collection has been published else. 
where, this volume brings it together in convenient form. The selections in- 
cluded were written over a period of more than thirty years, and present a 
a fair and representative sampling. The subject matter reveals Veblen’s 
versatility and broad range of interest, the discussions dealing with such 
widely diverse questions as the theory of over-production, farm labor, the 
Kantian philosophy, credit and prices, eugenics, and the nature of Bolshe- 
vism. The papers are arranged in three groups under the headings: “Essays 
in economics,” “Miscellaneous papers,” and ‘“War essays.” 
Those who compare the various essays will note that, although Veblen 
sometimes shifted his emphasis, his basic theories showed little change with 
the passing of the years. In his style he retained certain peculiarities, but he 
did become more facile in phraseology, more direct in statement, and some- 
what more guarded in his use of generalizations. 
In considerable degree Veblen’s style was not so much a matter of lan- 
guage as of attitude. Notwithstanding the appearance of detachment, Veb- 
len was inherently a crusader; and he used his subtle irony and barbed 
satire with a ruthlessness that at times dismayed even his admirers. There 
was also an underlying conflict between his natural inclinations and his 
views on methodology. Personally he delighted in devious lines of argument, 
especially if they led to the heights of the abstract. Intellectually he was 2 
firm believer in induction. For example, in his essay on Kant’s Critique of 
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Judgment we have the statement that ‘hardly any part of our knowledge 
except that got by induction is of any immediate use for practical purposes” 
(p. 193). 

The editor has done well to include the ‘War essays.” In these papers we 
find Veblen achieving a directness and clarity of statement lacking in much 
of his earlier work. Several of the war memoranda reveal him as a trail 
blazer in the field of economic planning. We should mention also the keen 
insight manifested in his analysis of events following the armistice. He was 
bitterly critical of the peace negotiations and the resulting terms of settle- 
ment, and his predictions of the difficulties that would follow have been 
abundantly fulfilled. 

We are still far from agreement in appraising Veblen’s work. His critics 
have dwelt upon his inconsistencies, and on occasion have even questioned 
his intellectual honesty. His admirers on the whole have been inclined to 
stress ideas rather than technique. Perhaps he set himself too great a task for 
one man to accomplish. His problem was not merely that of reconstructing 
the science of economics; in a peculiar sense it involved nothing short of 
outlining a science of society. In the last analysis it will probably prove best 
to evaluate his contribution in terms of the intellectual forces which he set 
in motion. It is difficult to appreciate fully the changes that have taken place 
in American economic thought since the publication of The Theory of the 
Leisure Class. In these days of institutional economics we habitually think in 
terms of evolutionary process, aspects of behavior, and problems and meth- 
ods of control. It was vastly different in 1899, and while many factors have 
been involved in the rise of the new ecouomics, unquestionably one of the 
most potent influences has been that emanating from the pen of Thorstein 
Veblen. 


J. E. MoFFAT 
Indiana University 


Liquid Claims and National Wealth: An Explanatory Study in the Theory 
of Liquidity. By A. A. BERLE, JR., and VICTORIA J. PEDERSON. (New 
York: Macmillan. 1934. Pp. xvi, 248. $2.50.) 

Described by the senior author as “tan exploratory essay only,” this book 
has the distinction of being devoted exclusively to the examination of the 
character and effect of liquidity in the various claims to property and income 
that a modern economy has superimposed on the basic physical assets which 
make up the national wealth. 

That the multiplication of liquid claims against these assets, and the 
Pytamiding of claims against other claims, are among the outstanding 
phenomena of recent economic development the authors point out with 
an ample reiteration. This evolution they relate to the urbanization of popu- 
lation, the industrialization of the economy, the growing prevalence of 


ch 
h 
nd 
be 
al 
th 
he 
ng 
he 
ON 
0.) 
Ise- 
in- 
ta 
n’s 
ch 
the 
he 
ays 
ylen 
it! 
he 
me- 
lan 
bed 
nere 
his 
ent, 
as a 
é Oj 


88 Reviews and New Books [ March 


the corporate form of enterprise, the increase in the importance of such 
financial institutions as banks and insurance companies, and to simila 
trends. To this historical interpretation is added a considerable mass of 
descriptive material dealing with the modern mechanisms of liquidity, such 
as stock exchanges, commodity exchanges, banks, rediscount institutions 
and the like, nearly all of it of an elementary character. “> 

The authors distinguish two basic types of liquidity, “real” and “arti. 
ficial.” A claim against property has real liquidity when the property itself 
will in the ordinary course of events, and within a short period of time, be 
converted into money for the retirement of the claim. Artificial liquidity 
depends on the transferability of the claim itself, rather than upon the 
resale of the underlying property. The distinction is broadly between : 
“self-liquidating”’ claim and one which has merely “shiftability’”—a short. 
term commercial loan, for example, as compared with a readily marketable 
security. 

The distinction is a familiar one, especially to students of banking theory, 
but much less familiar is the authors’ association of real liquidity with final 
consumption goods and artificial liquidity with producers’ goods. “Goods 
in the former category are consumed at a very much more rapid rate than 
are goods in the latter category; and it is precisely this element of time that 
is one of the main criteria of whether an asset possesses real or artificial 
liquidity.” To the continuity and persistence of demand for final consump- 
tion goods the authors attribute their real liquidity. 

This is, unfortunately, only one of a considerable number of loose and 
rather unenlightening generalizations indulged in in the course of the 
exposition. Not only are many types of final consumers’ goods of a durable 
character and subject to wide fluctuations in demand (houses, automobiles, 
etc.), but the durability of a good in the hands of the ultimate user does 
not prevent its being the basis of a claim of the real liquidity type before it 
reaches him. To support this type of claim it is necessary only that the good 
be destined in the ordinary course of business to be turned into cash within 
the life of the claim (its duration of course being a short one) and at 
somewhere near the price prevailing at the time when the claim was made. 
This depends more on the location of the good in the productive and 
distributive process than upon its ultimate destination. Even consumes’ 
goods such as clothing cannot be the basis of a claim of the real liquidity 
type when they have reached their ultimate users, since there is pending no 
subsequent transfer or “‘liquidation” by which they are converted into cash 
for the settlement of the claim. On the other hand, producers’ goods, espe- 
cially those turned out on order, may support such a claim pending sale of 
delivery to the purchaser. The association of real liquidity with consumers 
goods and artificial liquidity with producers’ goods is thus of doubtful 
validity. 
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The attempt to measure statistically the changing relation between the 
outstanding liquid claims and the total of the national wealth leads the 
authors into some very laborious calculations that yield, unfortunately, 
rather unsatisfactory results. The method consists of compiling the total 
of (1) bank deposits, (2) cash surrender values of life insurance policies, 
(3) market values of domestic securities listed on the New York Stock 
Exchange, and (4) unlisted government securities; adjusting this total for 
duplications; and comparing it with estimates of so-called national wealth. 
The reader will marvel that the estimates show this wealth to have been 
lower in 1929 than in 1925, despite the enormous rise in the market value 
of the corporate securities which represent the ownership of a substantial 
att of it. This disparity of movement gives the clue to some of the increase 
discovered by the authors in the ratio of liquid claims to national wealth: 
the claims (stocks and bonds) representing corporate wealth are counted 
at their market values, while the physical assets are counted at their book 
value, or something approximating it. In the stock market boom the securi- 
ties rose enormously in market value; the physical assets showed no com- 
parable rise in book value. For corporations the liquid claims outstanding 
in 1929 far exceeded the wealth they were supposed to represent. This 
colored the results for the total of liquid claims in relation to the national 
wealth, in which, of course, these corporations were included. H the wealth 
of corporations were measured by the market value of their securities, the 
ratio of liquid claims to wealth would be a constant as far as they are con- 
cerned, and the picture for the nation as a whole would be materially differ- 
ent than it is when derived by the methods used in this work. 

Even with allowance for this discrepancy (which the authors admit and 
attempt to justify) , it remains evident that because of the growth of banks, 
insurance companies, corporations, government debt, and other sources of 
liquid claims, the volume of such claims has increased gradually relative 
to the total wealth of the nation. What of it? The findings of the book on 
this point are disappointingly meager. There is a reiteration of the general 
idea that the existence of a large volume of liquid claims is dangerous to the 
stability of the economy; that it is conducive to shock and panic; that, as in 
the case of bank deposits, it may necessitate governmental measures of 
relief, and so on. The analysis here does not get far beyond the superficial 
and the obvious. 

The suggestions for remedying what are deemed the growing perils of 
liquidity are principally three: the separation of commercial and invest- 
ment banking; the creation of a central bank for rediscounting mortgages 
and securities; and regulations calculated to diminish the play of purely 
speculative elements on the stock exchanges. 

For those who want to read a book on liquidity, here it is. The economist 
will find little that he did not know before, and may be impatient at the 
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prolixity and repetitiousness of the exposition. Business men and lawyer 
who like excursions into economics may be better served. 
GEORGE TERBORGH 
Brookings Institution 


The Theory of Economic Development: An Inquiry into Profits, Capita, 
Credit, Interest, and the Business Cycle. By JosEPH A. SCHUMPETE 
Translated from the German by REDvers Opie. Harvard econ. stud 
46. (Cambridge: Harvard Univ. Press. 1934. Pp. xii, 255. $3.50.) 

The English translation of Professor Schumpeter’s Theorie der Win. 
schaftlichen Entwicklung certainly will add to the list of his critics and pos 
sibly to the list of his followers. These lists are already long, since the un- 
orthodox and audacious ideas which the book contains were revealed years 
ago by three German editions, brief English analyses, French and Italian 
translations, and through Professor Schumpeter’s teaching here and abroad. 

Of the German editions two have been reviewed in the American Economi: 

Review: the 1911 edition by J. B. Clark (vol. ii, 1912, pp. 873-875), and 

the second and rewritten edition of 1926, which the English translation 

follows, by Oscar Morgenstern (vol. xvii, 1927, pp. 281-282). 

Schumpeter’s theory of economic development is concerned only in- 
cidentally with the forces which determine economic progress, and its em- 
phasis is spent in defense of the thesis that change is the key to the explan:- 
tion of the characteristic features of a modern economy. According to his 
theory, development, effected by the diversion of the factors of production 
to better uses under the guidance of the entrepreneur, underlies the explan:- 
tion of interest, profits, capital, credit, the money market and the busines 
cycle. The entrepreneur, by recasting the productive process, creates a sut- 
plus which he claims as profits. It is an impermanent surplus, since com- 
petition later turns over to labor and land the larger product arising from 
the development. Thus profit is “‘at the same time the child and the victim 
of development” (p. 154). In order to gain control over the factors of 
production and begin the innovation, the entrepreneur needs capital, which 
is not goods, but “that sum of means of payment which is available at any 
moment for transference to entrepreneurs” (p. 122). The capital is found 
in the money market, for the capital market is the money market; and for 
its use the entrepreneur pays interest which must be a subtraction from 
profits. The creation of credit may be necessary in order to provide him 
with capital. Depressions are caused by the “swarm-like appearance of 
entrepreneurs” which forces the system to struggle towards a new equilib- 
rium position. In an economy without development there would not be 
interest, profits, business cycles, capital, credit, or entrepreneurs. The total 
product, if there were no development, would go to land and labor. 

The confusing conclusion is reached logically that, in a developing com- 
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munistic economy, there would be profits but no interest. It is apparent 
that the fundamentals of the theory are those which have not met, and are 
not likely to meet, with ready acceptance, although Professor Schumpeter 
makes frequent sly attempts to reconcile fhe doctrine with existing and 
variant theories. 

Subscription to the doctrines is, of course, not necessary to make worth 
reading in English a notable work of a contemporary Continental economist 
who gives a brilliant and unconventional picture of the economic process. 
The translation, which preserves the author’s lively style of exposition, will 
be useful, moreover, as a preface to the “more ‘realistic’ studies in money 
and credit, interest, and cycles” which Professor Schumpeter hopes to sup- 
ply before long. 

R. S. HOWEY 

University of Kansas 


Nuova Collani di Economisti: Stranieri e Italiani. Edited by GIUSEPPE 
BoTTaAl and CELESTINO ARENA. Vol. VII. Organizzazione Industri- 
ale. Vol. XII. Politica ed Economia. (Turin: Un. Tip. Ed. Torinese. 
1934. Pp. 958; li, 308.) 

These two volumes are part of a notable effort to make available in 
Italian some of the most important economic writings of recent years. 
As with the preceding volumes (see the notice in this Review, December, 
1933, pp. 692-5), most of the works reprinted are so well known that 
little comment is needed. The two present volumes could easily have been 
used as propaganda media, but it is noteworthy that fascism is scarcely 
mentioned even where it might properly have appeared. No doubt the 
fascist literature itself has ample circulation, so that the editors wisely 
chose to present other views here, especially works which antedate the 
march on Rome. Here and there a trenchant phrase in the original is 
softened in translation, perhaps in deference to Italian sentiment, but there 
are few errors in translation or misprints. It is unfortunate that the binding 
isnot durable enough for a reference work. 

ihe volume on industrial organization treats the question from both 
the descriptive and theoretical standpoints. Marshall’s Industry and Trade 
and Liefmann’s Cartels, Concerns and Trusts are supplemented by an article 
of Barone’s* and a concluding essay by the editor, Guglielmo Masci, which 
tries to bring the discussion up to date. Barone’s article treats the cartel 
as a problem in Marshallian price and production analysis, covering the 
relation of cartel policy to costs and the optimum size of plant, profits, and 
dumping. He concludes that combination itself, where the weaker and 
higher-cost firms have already been eliminated, increases the social as well 


‘Les Syndicats (Cartels et Trusts),” Revue de Métaphysique et de Morale, XXVIII 
(1921), 279-309. 
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as the private net-product, provided that the cartel is not a device for 
stock-watering, political corruption, or mere monopolistic exploitation be. 
hind a tariff wall, as American combinations too often have been and are 
Add to this conclusion the problems of credit and capital expansion, ¢o- 
ordination of the cartel activities so as to prevent them from check-matin 
each other and exploiting both consumers and workers, and one has. the 
leitmotif of Signor Masci’s essay, and incidentally, the essential argument 
for the corporative state. 

The second volume, originally announced as a sociology, has been con- 
fined to the relation of the economic system to social and political structure. 
The economic interpretation is well represented by Labriola’s appreciation 
of the Communist Manifesto, the Manifesto itself, and Loria’s La Sentesj 
Economica, followed by Pareto’s criticism of the Marxian economic theory 
in his introduction to the Italian translation of Das Kapital. In sharp con- 
trast are the selections from Max Weber's Wirtschaft und Gesellschaft} 
which deal with social organization in “‘psychologic” terms. He distinguishes 
three ‘‘real-types’” of the state, (1) the rational, in which the state is 
organized to attain certain ends with an impersonal legal and bureaucratic 
system; (2) the traditional, 7.e., feudalistic; and (3) the charismatic. In 
this last, the ultimate sanction is the popular belief in the mission of a 
leader endowed with certain supernatural qualities, which often border on 
insanity, whether the ‘‘leader’’ is a religious prophet or an economic or 
political leader. Developed states ordinarily represent various admixtures 
of these typical elements, especially because the charisma must in time be 
transmitted from the original “leader” to his disciples and to the social 
order thus established. While Weber's analysis depends on pre-fascist his- 
torical data, its relation to the dictatorship is apparent. One wonders whether 
the fascist savants consider the charisma as something real or as a useful 
fiction in their social program, regardless of what the “leaders” themselves 
may believe. It is significant, however, that this selection from Weber has 
been reprinted. There is also included a chapter from Simmel'’s sociologic 
studies which emphasizes the complexity of modern social groups and the 
interrelation of economic and other interests. Robert Michels, the German 
sociologist, most of whose academic life hds been in Italy, is the editor 
of this volume, and has contributed a long preface devoted to the lives and 
significance of the authors whose work has been translated. Good bibliogra- 
phies are appended. 

HENRY J. BITTERMANN 

Ohio State University 


NEW BOOKS 


ANDERSON, M. D. Capital and interest. (Chicago: Business Pubs. Co. 1934. Pp. 
vii, 202. $2.50.) 


* Grundriss der Sozialakonomie (Tibingen, 1925), III, i and ii. 
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Cote, G. D. H. Some relations between political and economic theory. (London: 
Macmillan. 1934. Pp. vii, 92. $2.) 

Political theories and economic theories have been largely a in 
separate compartments, and this separation creates an unrealistic product. It 
confuses sound policy both as to politics and economics. Mr. Cole’s essay is 
based on a course of lectures delivered in Oxford in 1933. The subject is 
developed by an examination of absolutist doctrines, Hegelianism, utilitarianism 
and Marxism. Mr. Cole concludes that we cannot rest content with studying 
society in a number of particular aspects, but must also study it concretely as a 
social whole. 

Commons, J. R. Myself. (New York: Macmillan. 1934. Pp. vii, 201. $2.25.) 

DorFMAN, J. Thorstein Veblen and his America. (New York: Viking. 1934. 
Pp. 556. $3.75.) 

Dutt, S. C. Conflicting tendencies in Indian economic thought. (Calcutta: Ray- 
Chowdhury. 1934. Pp. vii, 225. Rs. 5.) 

FAIRCHILD, F, R. Economics. (New York: American Book Co. 1934. Pp. 544.) 

HuBBARD, J. B., editor-in-chief. Current economic policies: selected discussions. 
(New York: Holt. 1934. Pp. xii, 700. $2.75.) 

This compilation of reference materials by a group of Harvard economists 
constitutes one of the best available sources for teachers of courses in which 
attention is given to the economic problems which now confront the nation. 
The materials present some of the clearest criticism of present economic poli- 
cies that can be found in current literature. Although, as Professor Crum states 
in the preface, the editors found it necessary to make certain exclusions and 
restrictions so that the volume would be manageable, they have included fairly 
extensive bibliographies at the end of each chapter which will be helpful to 
interested students and teachers. 

Rex M. JOHNSON 


Kotany, L. The science of economy. (New York: Putnam’s. 1934. Pp. vi, 719. 
$3.50.) 

Liu, W. T. C. A study of Hobson’s Welfare Economics. (Peiping: Kwang Yuen 
Press. 1934. Pp. x, 228. $3.) 

LorB, H., and associates. The chart of plenty: a study of America’s product 
capacity based on the findings of the national survey of potential product 
capacity. (New York: Viking. 1935. Pp. xv, 180. $2.50.) 

Loria, A. Economia politica. 4th ed. (Turin: Un. Tip.-Ed. Torinese. 1934. Pp. 
xl, 843. L. 70.) 

Marquart, H. Die Ausrichtung der landwirtschaftlichen Produktion an den 
Preisen: zugleich ein Beitrag zur Theorie des verbundenen Angebots. Probleme 
ne Nationalékonomie, Heft 3. (Jena: Fischer. 1934. Pp. x, 138. 

M. 7.50.) 

wor, L. The great depression. (London: Macmillan. 1934. Pp xiv, 238. 

$3.50.) 
_ As might be expected from his earlier noteworthy contributions to economic 
literature, this book by Mr. Robbins is lucidly written, closely reasoned, and 
tempered with mature judgment. It deals with a period, 1914-1934, which 
was remarkable for its numerous and violent changes in technology, finance, 
and national policies; but through this maze of facts and policies, Mr. Robbins 
picks his way with ease. Prices, over-production, monetary factors, all are 
examined from the standpoint of their possible effects upon the depression, 
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and it is shown clearly that any one of them or all together could not fully 
explain the collapse of 1929. 

In brief, he sees the cause of the depression in a collective error on the 
of the producers of capital-goods and of the bankers. A large expansion in the 
capital-goods ma:<et will eventually result in a corresponding expansion of the 
demand for income-goods. If capital-goods have been expanded by bank loans 
then the demand for income goods and the activities of the suppliers of these 
goods will result in a rise in interest rates. Other costs, wages in particular, wil! 
increase also. Soon it is seen that costs are too large to support the capital 
structure, and liquidation and depression must follow. 

Ordinarily, the bankers and the producers see their errors before credit has 
been expanded greatly, and equilibrium is restored before liquidation and 
depression are severe. But in 1927 the authorities of the federal reserve system 
were forcing a régime of cheap money to assist in maintaining the gold 
standard in England. As a result, credit was expanded greatly and a severe 
collapse was unavoidable. A skillful use of statistics supports his conclusions. 

Mr. Robbins sees only disaster in government interference. The various 
economic factors are self-adjusting, he believes, if something approximating 
a free market is maintained. 

There is an old-world flavor about the book—quite nineteenth century in 
fact. The American reader, who is just now becoming acquainted with the 
necessary adjustments that must be made in a rigid market of highly organized 
capital and labor, will be sure to be startled at Mr. Robbins’ assumption of a 
return to the free market as the main condition of recovery. Indeed, he wil! 
have good reasons to doubt whether or not anything approaching a free market 


can be restored. FREDERICK L. RYAN 


Roy, R. Etudes économétriques. (Paris: Sirey. 1935. Pp. 145.) 

SCHNEIDER, E. Theorie der Produktion. (Vienna: Springer. 1934. Pp. iv, 92. 
RM. 6.60.) 

SLICHTER, S. H. Towards stability. (New York: Holt. 1934. Pp. xi, 211. $2.) 

SMITH, J. G. Economic planning and the tariff: an essay on social philosophy. 
(Princeton: Princeton Univ. Press. 1934. Pp. x, 331. $3.) 


“The battle of the century will be a struggle between pragmatic determinism, 
with its mechanistic panaceas, and enlightened liberalism, with a realistic pro- 
gram of action.” With these words the author brings to a close a spirited attack 
on tariffs, monopolies and price fixing. The tariff, as the title indicates, is sub- 
jected to a special bombardment, which, although the ammunition employed 
is of a kind with which all economists are familiar, is directed with deadly 
effect. Professor Smith emphasizes the relation between the tariff and monopo- 
lies and insists that price fixing, whether by private interests or the government, 
“makes the economic system appear planless because it destroys the guiding 
principle for sound economic planning both for the producer and the con- 
sumer.” He advocates the maintenance of ‘competitive capitalism.” He assigns 
to the state the task of enforcing conditions of fair competition both by edv- 
cating individuals to be socially codperative and by disciplining the recalcitrant 
when they refuse to discipline themselves. He approves of heavy taxes of 
large incomes, unemployment insurance and dismissal allowances and a well 
balanced program of public works as a possible stimulus to recovery. 

The protectionists, the trusts and the stabilizers are not the only targets. As 
occasional shot is fired at technocrats, biocrats, pluralists, new era philosophers, 
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lly inevitable progress devotees and the pseudo-scientific economists of the popu- 
lar magazines. A chapter is devoted to banking, another to the business cycle. 
att Bank failures are associated with the agricultural liquidation following an over- 
he extension of credit to farmers and to the foreign we of our farm 
he products. Inherent disequilibrium as an explanation of the cycle is rejected in 
ns favor of “human manipulation through governments either as a result of 
me common blundering, or as a result of control by special interests.” : 
ill Although there are seven appendices containing a hundred pages of descrip- 
tal tive material, the author does not support his opinions with an array of facts 
and figures. One does not expect him to do this: it is not that kind of a book. 
1as It is, as the sub-title indicates, ‘‘an essay in social philosophy.” It is neither 
nd stilted nor monotonous and should provide some pleasant and profitable hours 
om of study either for the economist or the serious minded general reader. 
RALPH E. FREEMAN 
“ SPAHR, W. E. An economic appraisal of the New Deal. (New York: Farrar and 
us Rinehart. 1935. Pp. 27. 25c.) 
ng SpaHR, W. E., editor. Economic principles and problems. Vols. I and II. Rev. ed. 
(New York: Farrar and Rinehart. 1934. Pp. vii, 698 ; vi, 748. $5, the set.) 
in The first edition of this study was presented in an effort to vitalize the in- 
he troductory course in economics by bringing together the theoretical and the 
ed applied phases of the science. (Reviewed, American Economic Review, vol. 
fa xxii, no. 4, Dec., 1932, p. 695.) New editions are essential to keep up with 
il! changes taking place in the field of applied economics. Such changes have been 
ket particularly rapid during the past two years and have necessitated revisions of 


parts of the work. This review will be concerned with such revisions. 
The chapters on exchange, value, and prices have been simplified and re- 
arranged. Not only has the original treatment of money and credit (chaps. 14 
)2, and 15) been clarified in some places, but descriptions of new governmental 
credit structures have been incorporated, our present monetary policies critical- 
ly analyzed, and the deficiencies of the federal reserve system, as well as cur- 

by rent suggestions for its improvement, are considered. 

The addition of chapter 21, on agricultural problems, is a noteworthy con- 
tribution. The difficulties of the present agricultural situation are clearly out- 


* lined. The peculiarities of the industry which limit corrective measures are 
of pointed out and a critical analysis is given of recent governmental efforts to aid 
b. the farmer. Throughout the chapter, the student is guided in his reasoning as 
ed oo the agricultural problem by the application of theories previously 
Studied, 
i _Comments made on various phases of the New Deal legislation appear en- 
™ tirely unbiased. Where the authors are not in sympathy with a part of the 
- recent legislative program, such as efforts to generate business recovery by 


means of fixing minimum wages, they give explicit reasons for their position. 
On the other hand, if they are in accord with other parts of the program, such 
a as the policy on tariffs, their position is stated with the same clarity. 

JOHN W. BOATWRIGHT 


rll STEINER, W. H., Bowen, E. and HEssion, C. H. Problems in economics. (New 
York: Holt. 1934. Pp. iv, 418.) 
An This volume provides contemporary supplementary materials to be used 


15, with other textbooks in general introductory courses in economics. The topics 
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covered follow, in the main, the topics discussed in the majority of the intro. 
ductory textbooks. The plan of the book has been to include in each chapter 
a number of short readings from various sources and at the end of each quota. 
tion to suggest several provocative questions. The quotations and questions are 
well chosen and should provide a good basis for class discussion. 

Rex M. JOHNson 


VEBLEN, T. B. The theory of the leisure class: an economic study of institutions. 
(New York: Modern Lib. 1934. Pp. 419. 95c.) 

Weser, A. Leitfaden der allgemeine Volkswirtschaftslehre. (Munich: Duncker 
und Humblot. 1934. Pp. vii, 155. RM. 3.50.) 

This slender textbook on economic principles, following his momentous four 
volumes of Einfihrung in die Volkswirtschaftslehre, Professor Weber explains, 
was written in response to many requests, for those who wish merely a quick 
orientation in the field of economics. This purpose is well achieved. In simple, 
clear language it develops the main concepts, principles, and doctrines of 
economics, dealing with production, commerce, transportation, exchange, 
money, banks, credit, theories of value and of price, of wages, of interest, of 
the business cycle, each topic being followed by a brief critically-historical 
summary. 

Regarded thus strictly as a text in economics this book, though useful, can 
hardly be called outstanding. It is outstanding, however, because of the un- 
diluted spirit of the Third Reich which permeates it, with its peculiar, almost 
exalted view of man’s social nature. To paraphrase freely: we are all brethren 
of one family, all cells of one organism, working each for the whole, for the 
good of the common weal rather than for our own mere selves (Gemeinnutz 
geht vor Eigennutz), which goes to prove the absurdity of the doctrine of the 
so-called class struggle. The workers’ souls have to be duly considered; (the 
words “soul” and ‘‘ethos’’ occur easily as often as the more conventional ones 
of supply and demand, or marginal utility, though it must also be said that 
when it comes to wage theory, Professor Weber does not seem to differ very 
radically from non-Nazi economists). Communism is wicked nonsense; there 
has to be leadership by “‘leaders,”’ though of course not selfishly motivated. 
The authoritarian state sees to it that all interests are properly balanced. 

The entire outlook, sociological and economic, is frankly and deliberately 
national. Quotations by the Fiihrer and other prominent Nazis are liberally 
strewn in. Professor Weber declares repeatedly that he has held these views 
for many years (/.¢., before the advent of Naziism to power). 


JOHN V. SPIELMANS 


WICKSELL, K. Lectures on political economy. Vol. 1. General theory. Translated 
from the Swedish by E. CLAssEN. (New York. Macmillan. 1934. Pp. xu, 
299. $2.50.) 


Economic History and Geography 


Economics and Liberalism in the Risorgimento: A Study of Nationalism in 
Lombardy, 1814-1848. By KENT RoBERTS GREENFIELD. (Baltimore: 
Johns Hopkins Press. 1934. Pp. xiv, 365. $3.00.) 

This volume is the result of a careful historical investigation into the 
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relationship between economic conditions in Lombardy, and the evolution 
of habits of thought and class interests which gave impetus to the political 
unification of Italy. From the standpoint of the economic historian, it misses 
being a study of the development of capitalistic ethics and mentality as it 
took shape in a “whole community in an ‘outlying’ part of Europe under 
the initial impact of the Industrial Revolution,” mainly because that was not 
its avowed purpose. 

The method pursued is reminiscent of F. J. Teggart’s Theory of History. 
It is an attempt to describe the economic and social fabric, the contact with 
diffused cultures, and the indigenous intellectual environment which laid 
the institutional basis for historical change. The study seeks to describe the 
process of social evolution which made Italian unity possible, and seeks to 
remedy ‘‘the tendency to emphasize as important that which obviously and 
consciously tended toward the actual outcome, and to neglect or under- 
emphasize forces that were b/ind and action that was motivated by aims and 
sentiments not even consciously patriotic’ (italics mine). 

It is to be regretted that the study is divided into three distinct but closely 
related parts, rather than treated as an integrated whole. The first section 
deals with the economic patterns, within which the journalists and the 
leaders of thought developed a periodical literature, which created habits 
of thinking and of behavior suited to industrial capitalism and nationalism. 
Their avowed purpose was to foster an enlightened public opinion which 
would stimulate “‘progress.’’ They served in fact to draw Lombardy into the 
stream of European civilization and Italian unity. 

In the first section, then, Greenfield gives a careful description of Lom- 
bard agriculture, commerce, and industry. The agriculture differed greatly 
‘in variety of products, types of cultivation, and forms of tenure.” There 
was much traditionalism and many remnants of a self-sufficient economy, 
so that the development of a capitalistic, commercialized agriculture was 
very gradual, having to meet many obstacles of inertia and custom. “‘Scien- 
tific farming goes hand in hand with the commercial spirit, with its sharp 
emulation, its balancing of profit and loss, its knowledge of markets, and 
its long views ahead. This was as yet undeveloped in Lombardy, where the 
farmers were easily satisfied with a small profit and the respectability of pro- 
prietorship.”” 

Expanding internal and external markets, however, slowly drew agricul- 
ture into the stream of the Industrial Revolution. Through the London mar- 
ket, silk tied Lombardy to Europe. Internally, improvements in transport and 
communications drew her closer to the rest of Italy. The restrictive economic 
policies of Austria were a hindrance, however, and although the commer- 
‘ial classes favored free trade, they themselves were slow to change their 
traditional ways, the more sincé they were affected by the values of the 
agricultural aristocracy. 
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As for industry, it was left in a depressed state after the Napoleonic 
régime, which tried to make Lombardy an “appanage” of France. It was 
conducted, for the most part, in the “interstices” of an agricultural society, 
being largely a domestic system providing part-time occupation for the 
peasants in the home. Spinning was being centralized in workshops. Thus 
small-scale commercial capitalism, still traditionalistic, with the merchant 
group ascendant over the manufacturing interest, was on the threshold of 
industrial capitalism, with its factory districts and the problems of an 
urban proletariat. 

The second and third sections deal with the growth of journalism and 
the evolution of ideas. In them are discussed the attempts of the publicists 
to instill an interest in material improvements and in habits of thrift and 
industry. An interesting chapter discusses the manner in which the nine- 
teenth century faith in continuous, inevitable progress as an inexorable fact 
shaping man’s destiny, affected the leaders of Italian thought. 

The practical result of the publicists’ activities seems to have been the 
breaking down of the customs, traditions, habits, rules of thumb, ethics, 
and behavior of a pre-industrial population. Technical training, the dis- 
cipline and routine of the factory, habituation to the machine, and a capital. 
ist mentality were to take their place. The prudent caution of a traditionalistic 
and paternalistic landed interest distrusted speculation and the exploitation 
of labor, which accounted for the lack of aggressive, adventurous enterpris- 
ers, and even though “‘the spiritus capitalisticus, the spirit of the daring and 
unscrupulous entrepreneur, was in bad odor,” among the progressive pub- 
licists in Lombardy they seem to have laid the basis for its development. 

As for the Marxian “‘materialistic” interpretation of his problem, Green- 
field’s analysis emphasizes the impact of ideas on economic development. 
His own conclusion reminds one of the controversy over the Russian revo- 
lution and its relation to the Marxian analysis of capitalism. The author 
definitely leans away from the economic interpretation, but qualifies his 
position somewhat, as the following quotations make evident. ‘There is 
no evidence in all this, to color the view that the liberal publicists were 
being pushed by a rising capitalist class, or were prompted to act as its 
mouthpiece. In fact, they were exerting themselves to rouse a timid and 
lethargic bourgeoisie to a consciousness of its own interests. At the same 
time, as has been abundantly evident, they viewed with concern the unbridled 
rapacity of the capitalist under a laissez-faire system.” 

From the standpoint of historical process the finding that an intellectu:l 
movement rather than habituation to the material exigencies of life, seems 
to have laid the institutional basis for the Risorgimento (at least internally) 
is of more than passing interest. 

MAURICE FREEMAN 

Ohio State University 
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Was AtrorD, L. P. Henry Laurence Gantt: leader in industry. (New York: Harper. 
1934. Pp. xiii, 315. $4.50.) 


= Antonuccl, A. La liquidation financiére de la guerre et la reconstruction en 
the Europe centrale. (Paris: Marcel Giard. 1933. Pp. 463. 50fr.) 
Thus An historical account of financial and credit policies utilized at the close 
hant of the Great War with a detailed analysis of reparations, handling of debts 
d of and reconstruction measures. 
F an BoccERI, M. La crisi risicola a l’ente nazionale risi. Inst. di Finanza della R. Univ. 
di Pavia stud. di pol., dir., econ. e finan. (Padova: Milani. 1932. Pp. vii, 136. L. 
17.) 
‘nd This Italian politico-economic study permits a limited comparison of our 
cists NRA and AAA organizations, procedure, efficacy and problems in particular 
and industries with the ente of the corporative state. After parading in review the 
Line- customary agricultural economic ills of disorganization, internal individualism 
fact and relatively poor technology, the author relates how the Gargantuan forces 
of competitive individualism have been substantially conquered through the 
codrdinated planning and control of the corporative state rather than through 
the the codperativism of self-organization under non-corporative states. The dith- 
hics, culties of this minor Italian industry, rice culture, are ascribed to war dislocation 
dis- and subsequent deflation and monetary reconstruction, which precipitated the 
ital- world economic crisis and which affect contemporary national policies. Al- 
aie though the author is quite critical of the ente at some points, it is credited with 
‘ a prolonged list of benefits through reduction of production and distribution 
ion costs, development of producer (industry) consciousness, augmentation of 
Dris- consumption, internal stabilization of the trade, monopolistic control of export 
and markets, and research on technology of production and distribution. 
pub- F. F. BURTCHETT 
-" BUCHANAN, D. H. The development of capitalist enterprise in India. (New 
een York: Macmillan. 1934. Pp. ix, 497. $5.) 
ent. Buck, N. S., editor. Survey of contemporary economics. (New York: Thomas 
ev0- Nelson. 1934. Pp. xvi, 846. $2.50.) 
thor The materials of this volume are based upon extracts from the news columns 
7" and special articles in the New York Times, Current History and the Annalist. 
aed The narrative covers 1933 and the first half of 1934. “The book is designed 
alee primarily for use in courses in elementary economics,” but will also be of 
vere service in the field of government. In all there are 350 extracts grouped under 
5 its the depression, money and banking, the farm problem, industrial problem 
and and the codes, unemployment and relief, labor organization and collective 
ome bargaining, public utilities, securities and the exchanges, public finance, foreign 
ied trade, and social control. 
. CoLuins, W. D., and others. The industrial utility of public water supplies in 
the United States, 1932. Geol. surv. water-supply paper 658. (Washington: 
tual Supt. Docs. 1934. Pp. 139. 15c.) 
ems Coons, A. G. Economic reconstruction in China. Addresses before convocations 
lly) $94 Pp as of Chinese Studies. (Peiping: College of Chinese Studies. 
34. Pp. 43, 
Cressey, G. B. China’s geographic foundations: a survey of the land and its 
N people. (New York: McGraw-Hill. 1934. Pp. 436.) 
Dawson, W. H. The Saar territory: its history, population, industry, and gov- 
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| ernment by the League of Nations. Reprinted from Germany under the Treaty HA 
| (London: Allen and Unwin. 1934. Pp. 32.) 
Doren, A. Italienische Wirtschaftsgeschichte. Band 1. Mittelalter und Rengi;. 
sance. (Jena: Fischer. 1934. Pp. viii, 740. RM. 39.50.) HE 
Doucass, P. F. The economic independence of Poland: a study in trade adjust 
ments to political objectives. (Cincinnati: Ruter Press. 1934. Pp. 134, $2.) 
“As a rule economics seems to be burdened with the task of adjusting trad 
relationships to political objectives” (p. 6). In Poland two of the major 


objectives have been (1) to create a self-supporting nation out of one indys. KR 
trial, and three unequally developed agricultural, segments of three defeated | 
great powers, and (2) to render Poland independent of Germany in the La 


marketing of her goods. The results of the World War created the first prob. 
lem; a recently concluded eight-year trade war with Germany was largely 
responsible for the second. Mr. Douglass maintains that a partial solution to 
both lies in encouraging the exportation of surplus agricultural produce to 
neighboring rather than distant countries. It does not lie in subsidizing sub. 
marginal industrial producers who are unable to compete abroad with their 
better equipped west European rivals. He supports and clarifies his contentions 
with brief statistical tables which are generously strewn throughout the book. 

Criticisms of such an admirably presented thesis must necessarily be picayune. 
A map of the railroads traversing the country with their foreign connections 
would have been helpful to the reader. To quote at length in French from 
a government report written by an American financier seems unduly erudite. 
The index is inadequate, not to say perfunctory. The author's claim that the 
Polish corridor is not an economic necessity is interesting but not convincing 
(p. 113). 

Polish statesmen would do well to read this concise and instructive contribu- 
tion to our knowledge of the country’s economic difficulties. Americans wil 
find it unconsciously makes Poland’s debt defalcations to her benefactor seem 
less of an ungrateful gesture. 


DONALD L. KEMMERER 


‘ EpLER, F. Glossary of mediaeval terms of business. Italian series, 1200-1600. 
(Cambridge: Mediaeval Acad. of America. 1934. Pp. xx, 430. $6.) 
FLORINSKY, M. T. The Saar struggle. (New York: Macmillan. 1934. Pp. x, 
191. $2. 

tev 2 deals with the economic factors and particularly those relating to 
coal and iron. Chapter 3 discusses labor and social relations. 

Hacker, L. M. A short history of the New Deal. (New York: Crofts. 1934. 
Pp. 151. $1.75.) 

An historical account of the New Deal in its relation to agriculture, foreign 
trade, the credit system, and industry. The author is an experienced writer, and 
in part the volume repeats views already expressed in magazines and daily 
papers. The author, while mildly critical, appears to be fair in his interpreta- 
tions of the several policies discussed. , 

Two chapters treat with the New Deal in theory as far as it affects (1) 
agriculture and industry and (2) the credit structure and regaining of foreign 
markets. Then follows a discussion of the New Deal in practice. In the appendix 
is a legislative record of the seventy-third Congress. a 

HaPKE, R. and WisKEMANN, E. Wirtschaftsgeschichte. Teil II. 1933. (Leipzig: 
Gloeckner. 1933. Pp. 183.) 
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province of east-central Illinois.”’ After an extensive discussion of physica! 
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reat), HASEBROEK, J. Trade and politics in ancient Greece. Translated by L. M. PRASER 
and D. C. MACGREGOR. (Chicago: Univ. of Chicago Press. 1934. Pp. 200. 

Mal. $2.25. 
Heaton, H. The British way to recovery. (Minneapolis: Univ. of Minnesota 


djust. Press. 1934. Pp. vi, 184. $2.) 
$2.) A clear and interesting narrative based upon a year’s residence in England 
trade immediately following England’s departure from the gold standard. Supple- 
najor menting this study are chapters on Australian and Canadian recovery policies. 
ndus. KruTcH, J. W. Was Europe a success? (New York: Farrar and Rinehart. 1934. 
eated Pp. 88. $1.) 
1 the LANDMAN, J. H. Since 1914. (New York: Barnes and Noble. 1934. Pp. 288. 
fob. $1.50.) 
4 History of the world since 1914. The narrative is illustrated by 10 maps 
mn to and each chapter has a brief bibliography. Chapter 8 deals with the world 
ce to economic depression. The index is detailed. 
sub. LarsEN, A. J., editor. Crusader and feminist: letters of Jane Grey Swisshelm, 
their 1858-1865. (Saint Paul: Minnesota Hist. Soc. 1934. Pp. ix, 327. $2.50.) 
tions LounsBurY, R. G. The British fishery at Newfoundland, 1634-1763. (New 
ook. Haven: Yale Univ. Press. 1934. Pp. viii, 398. $4.) 
rune. This book definitely supersedes all other works as a detailed account based 
tions on primary sources of the history of Newfoundland to the treaty of Paris. 
from The author is chiefly concerned with problems of policy, and traces control of 
dite. the fishery through the failure of companies in the first half of the seventeenth 
the century, the dominance of West country ports under charter regulation to the 
cing end of the century, statutory regulation from the Newfoundland act of 1699 
; to 1729 and civil government to the end of the period. He concludes that 
ibu- “in the field of national economy Newfoundland played only an indirect part 
wil in contributing to the wealth of Great Britain but in the field of international 
een politics the training of seamen was vital to the nation; and in that particular 
the fishery participated directly in building and maintaining British naval 
R power. The direct contribution of the trade and fishery of Newfoundland to 
the maintenance of the balance of power is of as much if not more significance 
600. than its direct assistance to the maintenance of the balance of trade.” Legisla- 
tion was designed to strengthen the position of the West country ports in the 
xiv, struggle with the settlers in order that shipping might serve as a more effective 
support in ships and men to the navy. 
g to The limitations of the title bar the reader and the reviewer, especially the 
economic historian, from raising extensive questions on related fields such as 
034. the position of France, of New England and of the West Indies, although 


much tantalizing information is given on such subjects. The value of the work 
is enhanced by an excellent index, a bibliographical note, two maps and a 
and chapter on the physical environment. 

laily H. A. INNIS 


NeRVAL, G. Autopsy of the Monroe doctrine. (New York: Macmillan. 1934. 
(1) Pp. xi, 357. $3.50.) 


fn Pocel, E. M. The prairie province of Illinois. Stud. in soc. sci. xix, no. 3. (Ur- 
dix bana: Univ. of Illinois. 1934. Pp. 124. $1.) 


The purpose of this study is to learn the character and influence of the 


ug: various elements—“natural envir nment, topography, soil, climate, mineral 
tesources, and location, upon the settlement and development of the prairie 
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province of east-central Illinois.” After an extensive discussion of physical 
features, both surface and sub-surface, the author gives an estimate of the 
adjustments which have come about as a result of physical conditions. For some 
years after the first settlement of the state, the “prairie province” was looked 
upon as the least attractive part of the region. Absence of timber for building 

urposes, lack of water-means of communication—the only avenues of trade 
in the early day—belief that the soil was unfit for cultivation, later difficulties 
in plowing the matted surface of the prairies, prohibited settlement. Subse. 
quently, the invention of plows which were able to turn the sod, and still more 
important, the construction of railways through the area, which opened markets, 
led to an extensive development of the prairies. The early part of the text is 
devoted to a study of geological and geographical features; this is followed by 
a study of natural vegetation, the development of agriculture, of industries, 
of mining, and of industrial settlement. 

I. LipPiNcorr 


Ruston, A. G. and Witney, D. Hooton Pagnell: the agricultural evolution of 
a Yorkshire village. (New York: Longmans Green. 1934. Pp. viii, 459, 
$10.50. 

stn VON WALTERSHAUSEN, A. Die Umgestaltung der zwischenstaatlichen 
Wirtschaft: ein geschichtlicher Rickblick, 1914-1932. (Jena: Fischer. 1934. 
Pp. v, 326. RM. 18.50.) 

SOLMSSEN, G. Beitraige zur deutschen Politik und Wirtschaft, 1900 bis 1933. 
Band I and II. (Munich: Duncker und Humblot. 1934. Pp. lii, 448; vii, 
451-919. RM. 19.) 

TOYNBEE, A. J. and BOULTER, V. M. Survey of international affairs, 1933. (New 
York: Oxford Univ. Press. 1934. Pp. x, 636. $8.) 

This is one of the most useful annual surveys, begun in 1920, of current 
history, prepared under competent scholarship of the Royal Institute of Inter- 
national Affairs. Part 1 includes a chapter on adjustment and revival through- 
out the world in 1933; Part 2 deals with disarmament and security; Part 3 
is devoted to the American continent, with chapters on the seventh Pan- 
American conference, relations between Haiti and the United States and te- 
lations between Cuba and the United States, going back to 1898; Part 4 con- 
siders the Far East. In the appendix is a 30-page chronology of events in 1933; 
and the volume is well indexed. 

TREWARTHA, G. T. A reconnaissance geography of Japan. Stud. in the soc. sci. 
and hist., no. 22. (Madison: Univ. of Wisconsin. 1934. Pp. 283.) 

VASQUEZ, D. Teoria regionalista y regionalismo peruano. (Lima: Univ. Auto- 
didacta Peru. 1932. Pp. 316. 5 soles oro.) 

WESTERMAN, W. L. and HASENOEHRL, E. S., editors. Zenon papyri: business 
papers of the third century, B.C., dealing with Palestine and Egypt. (New 
York: Columbia Univ. Press. 1934. Pp. x, 177. $6.) 

Wipes, H. E. Japan in crisis. (New York: Macmillan. 1934. Pp. viii, 300. $2.) 

Contains chapters: “Labor seeks recognition,” “Agrarian unrest,” “Com- 
mercial corruption.” 

WILLIAMSON, H. F. Edward Atkinson: the biography of an American liberd, 
1827-1905. (Boston: Old Corner Book Store. 1934. Pp. xiv, 304.) 

Abriss einer Sozial und Wirtschaftsgeschichte Europas von der Volkerwanderung 
bis zur Gegenwart. Dritte Abteilung. Stadt und Birgerschaft (die Newzett). 
System der Soziologie, Band IV. (Jena: Fischer. 1934. Pp. xvi, 813-1322. RM. 
25.50.) 
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Also, the reviewer believes that a volume along the lines of this attempt 
has been in order for some time, because the earlier—and in large measwrs 
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-al Annuaire statistique: République Turque, 1932-33. (Ankara: L’Office Central 
he de Statistique. 1934. Pp. 514.) 

ne The economic legislation of the seventy-third Congress. Vol. Il. (New York: 
ed National Industrial Conf. Board. 1934. Pp. vii, 256. a) 

ag Norwegian-American studies and records. Vol. VIII. (Northfield, Minn.: Nor- 
de wegian-American Hist. Assoc. 1934. Pp. vii, 176.) ; 

es Ritmo de la crisis econémica es patola en relacién con la mundial. (Madrid: Banco 
de Espafia. 1934. Pp. 418.) 

fe Largely a statistical volume with index analysis, interpreting economic move- 
ts, ments in Spain during the years 1928-1934. The study is profusely illustrated 
with charts. 

by World economic survey: third year, 1933-34. (Geneva: League of Nations. New 


York: World Peace Found. 1934. Pp. 365. $2.) 


This is the third survey made by the Economic Intelligence Service of the 
League of Nations. It covers the year 1933, and the first half of 1934 and is 
prefaced by J. B. Condliffe. The chapter headings indicate the scope of the 
survey: Recovery and economic nationalism; the changing economic order; 
9. the recovery in world production; the course of prices in 1933-34; wages and 
labour conditions; world trade in 1933; some problems of public finance; 
credit and recovery; the capital market; the economic situation in July, 1934. 
In the appendix is a serviceable 15-page chronology of events. The volume, 
generously provided with statistical tables and charts, is readable and will 
serve as a helpful guide for understanding the changes which are taking place 


in the economic world. 


Agriculture, Mining, Forestry and Fisheries 
Economics with Applications to Agriculture. By EDWIN F. DUMMEIER and 


h. RICHARD B, HEFLEBOWER. (New York: McGraw-Hill. 1934. Pp. 
3 x, 742. $3.75.) 
n- This is a text in general economics, geared more specifically to a relation 


of principles to the field of agriculture. However, it does not omit the ter- 
ritory of commerce and industry in doing so, for the authors state that 
their aim is “to give a thorough and well-balanced description and analysis 
of the whole economic system.” 

Even in this day of constantly mounting numbers of texts for beginning 
courses in economics, there is, in the opinion of the reviewer, solid justifica- 


™ tion for such a volume as this. First, there is the fact that the conventional 
on text in general economics today, either consciously or unconsciously, too 

largely ignores the agricultural phases of the subject, seeking the major 
.) part of its illustrative materials from the urban, industrialized interests. This 
y procedure has resulted in the fact that the usual economist of today, the 
dl mature as well as the immature, has a rather limited understanding of the 

economic bases of the vastly important agricultural situation. And the con- 
ng tention is made by the reviewer that this deficiency results in a seriously 
4 one-sided comprehension of the structure and operating interrelationships 


of these two major parts of the economic order. 
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Also, the reviewer believes that a volume along the lines of this attempt 
has been in order for some time, because the earlier—and in large measur: 
the currently prevailing type of—agricultural economics texts have to « cop. 
siderable extent become outmoded. They were highly useful in their time 
but the field and the teaching of agricultural economics have advanced 
considerably since these texts were developed some fifteen or twenty years 
ago, and efforts at revision have not adequately modernized them. 

The volume under review is perhaps necessarily a bulky one, and in parts 
clumsy in its handling of materials. Moreover, its choice of suggested read. 
ings appears to be rather too limited. The reviewer doubts also whether, as 
the authors evidently contemplate, teachers of agricultural economics, by 
omitting various chapters, will find it well adapted to the student who has 
already had an introductory course in economics. Neither is it such a volume 
as may hope for ‘‘a favorable reception by persons outside of colleges who 
are interested in the problem of agricultural well-being;”’ it is entirely too 
formal for the general reader. It is a valuable, pioneering effort in the right 
direction, and will undoubtedly meet with a well-merited reception in agri- 
cultural colleges where the introductory courses in economics and agricul- 
tural economics can be advantageously combined, and it should be useful 
for the beginning course in economics in areas where agriculture is the 
primary concern. Moreover, it is to be hoped that this example toward 
according agriculture its proper place in the field of general economics will 
influence all authors of future texts on this subject. 


WILSON GEE 
University of Virginia 


Reshaping Agriculture. By O. W. Wittcox. (New York: Norton. 1934. 
Pp. 157. $2.00.) 

Dr. Willcox, consulting agrobiologist and former assistant professor of 
soils, lowa State College, in the major portion of his book introduces tech- 
nical developments in agrobiologic science to the general reader. His 
revelations are startling and indicate that we may be at the threshold of a 
new era of productivity in agriculture which will compare favorably with 
the wildest claims of technocracy in regard to the productive powers of 
modern industry. He explains how the agrobiologists have discovered the 
maximum productivity of land. Average American farming methods now 
result in yields of less than 10 per cent of this maximum. With further dis- 
semination of present knowledge we can expect a great increase of produc: 
tivity in terms of both land and labor. Because of the inelastic nature of 
demand this means that we are faced with a great deflation of the human 
and material components of the agricultural process. In the foreword Dr. 
Johnson states that the ruthless application to the best lands of the best 
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apt methods within our reach would throw four-fifths or more of our lands out 
at of use and expel four-fifths of our farm population from the open country. 
Dn- Dr. Willcox believes that if agriculture is left to continue the march 
ne, toward its permanent minimum dimension under the pressure of rugged 
ced individualism, the social and political results will be disastrous. Conse- 
ats quently he offers a plan for social intervention in agriculture—a compromise 
between individualism and collectivism. ‘What we need is a formula that 
tts will bring capitalism and socialism into a union that will result in offspring 
ad- whose legitimacy all can recognize. The fundamental shortcomings of 
ia modern socialistic and communistic philosophers are two: they cannot con- 
by ceive the absolute necessity (human nature being what it is) for continuing 
has the private operation of industry, and they overlook the fact that with com- 
= plete social control of the product every worth-while object of socialism 
ho and even of communism can be attained”’ (p. 151). 
too His plan includes stabilization by means of proratior: and price control, 
ght similar to the method employed by the Queensland sugar industry. There 
g: would be an absolute embargo 9n imports and the present producers would 
ul: be guaranteed their share of the existing market in proportion to their 
ful previous production. The private producers would turn their crop over to 
the an agricultural board which would market the crop for them, supplying the 
an domestic market upon the basis of what the traffic will bear and dumping 
vill the balance upon the export market. The immediate objective would be 


to “fixate” the human component in agriculture at its present figure. In spite 
of the elimination of competition among producers, the author believes 
that little stagnation of initiative and progress would occur and therefore 
producers would make their fixed contribution to the general supply with 


A. less and less effort, resulting in an enormous gain in leisure. The second 
division of his theory has to do with the social capitalization of this leisure 
of —this free labor, the time cost of which has been funded through tech- 
ch nological advances without the slightest new burden on any group. He sug- 
is gests that this “ready financed surplus labor” be used to initiate the new 
ta era of social plenty by being utilized in industries which are technological 
ith laggards and for lowering the cost of production of those commodities, such 
ol as tea, radium, and potash, which are “below the level of profitable pro- 
the duction under existing circumstances” (p. 149). 
ata A genuine contribution of this volume is its explanation to the layman 
lis: of developments in the field of agronomy, indicating the ultimate great 
a deflation of both land and labor factors in agriculture as costs are lowered 
of through more intensive methods. In the opinion of the reviewer, the socio- 
ian economic plan of control is weakened by its narrow nationalistic basis. 
. Furthermore, the golden mean between capitalism and socialism is hard to 
es 


tnd. Possibly more workable plans could be laid either further to the right 
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or to the left. There is reason to fear that such a compromise plan mi 
become so involved with practical difficulties that outright state socialism 


would appear relatively more effective as a means of implementing “the 
new era of social plenty.” 


R. T. STEVENS 
Ohio State University 


NEW BOOKS 


BAIN, H. F. and Reap, T. T. Ores and industry in South America. (New Yotk: 
Harper. 1934. Pp. xvi, 381. $3.50.) 

Books like this one which attempt to bridge the gap between the natural 
and social sciences are all too rare. The volume is popular in its style but 
scholarly in its subject matter. References are frequently given to guide readers 
who wish more detailed information on the lincia discussed, but there js 
no bibliography. 

The authors are content in the main to analyze the mineral resources of the 
countries discussed. The treatment of the bearing of the facts on the possibilities 
of economic and social development is given less emphasis and is less satis. 
factorily done. To some degree the partial picture of social and economic out- 
look is unavoidable, since the book does not attempt to survey, except in an 
incidental manner, agricultural wealth which is in many of the units the chief 
factor determining the advance which has been made and can be made. Human 
resources are also only summarily discussed. 

The authors have not interpreted their subject in a narrow sense but have 
presented the mineral resources of South America in the perspective of those 
of the world. Sketches of the historical development of the use of the metals, 
their present utilities and prospects for their future use place before the stu- 
dent the rdle of South America in world supply much more vividly than would 
have been possible if tonnage only had been presented. 

The book is valuable to the lay reader also because of what it does to dispel 
two popular illusions which still cloud understanding of South America. The 
continent, it is demonstrated, cannot be expected to duplicate in the twentieth 
century the development which North America achieved in the nineteenth. 
Climate and the lack of power resources make that impossible even if great 
additions to the human resources could be secured through immigration of 
European stocks. Foreign capital and initiative are shown to have been not the 
exploitive influences which many still consider them but the moving forces 
which have largely made possible whatever advance has been achieved and 
constructive influences contributing to strengthen the local economies and social 
progress. 

CHESTER LLoyD JONES 


Cripps, S. The economic planning of agriculture. (London: The Labour Party. 
1934. Pp. 15. 1d.) 

Dattas, G. What labour has done for agriculture. (London: The Labour Party. 
1934. Pp. 14. 1d.) 
DANIELS, J. Coal in Washington: distribution, geology, mining, preparation, 
uses, and economic value of coal resources of Washington. Eng’g. Exp. Sta 
ser. rep. no. 3. (Seattle: Univ. of Washington. 1934. Pp. 17. 25c.) 
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Duppy, E. A. and REvZAN, D. A. The grain supply area of the Chicago market. 
(Chicago: Univ. of Chicago Press. 1934. Pp. ix, 84. $1.) 

FpPIN, E. O. First principles of codperation in buying and selling in agriculture. 
(Richmond: Garrett and Massie. 1934. Pp. xv, 320.) 

FRANK, G. America’s hour of decision. (New York: McGraw-Hill. 1934. $2.50.) 

FREEMAN, R. C. Living expenditures of a group of Illinois farm families, 1930, 
1931, 1932. Agric. Exp. Sta. bull. 406. (Urbana: Univ. of Illinois. 1934. Pp. 


a7. 

oueuah A. Erdélprobleme in Deutschland und den Vereinigten Staaten von 
Amerika. (Leipzig: Hans Buske. 1934. Pp. 96. RM. 4.20.) 

Hate, W. J. The farm chemurgic. (Boston: Stratford Co. 1934. Pp. iii, 201.) 

A glowing account of what the science of chemistry has done and can do 
for promoting the development of our natural resources, and more particu- 
larly agricultural products. Author is research assistant of the Dow Chemical 
Company. 

com, oy E. Minerals yearbook, 1934. (Washington: Supt. Docs. 1934. 
Pp. xiv, 1154. $1.75.) 

—. Statistical appendix to minerals yearbook, 1932-33. (Washington: 

Supt. Docs. 1934. Pp. A40, 514. $1.) 

Lewis, E. A., compiler. Federal farm loan act, with amendments, and farm mort- 
gage and farm credit acts, July 17, 1916—]une 28, 1934. (Washington: Supt. 
Docs. 1934. Pp. ii, 167. 15c.) 

Norris, P. K. Cotton production in Egypt. U. S. Dept. of Agric. tech. bull. no. 
451, (Washington: Supt. Docs. 1934. Pp. 42 5c.) 

Pacts, P. T. Crisis agricola: conferencia dada en el aula de la facultad de ag- 
ronomia y veterinaria de Buenos Aires por el Académico, 19 de abril de 1934. 
(Buenos Aires: Acad. Nac. de Agronomia y Veterinaria. 1934. Pp. 101.) 

Park, J. W. Market distribution of car-lot shipments of fruits and vegetables in 
the United States. U. S. Dept. of Agric. tech. bull. no. 445. (Washington: 
Supt. Docs. 1934. Pp. 29. 5c.) 

ParKER, H. H. The hop industry. (London: P. S. King. 1934. Pp. 327. 15s.) 

QuresHl, A. I. The farmer and his debt: being a study of farm relief in Aus- 
tralia, New Zealand and South Africa, with suggestions for India. (London: 
Indian Rural Reconstruction League. 1934. Pp. 106. 2s. 6d.) 

RousH, G. A. The mineral industry: its statistics, technology and trade during 
1933. Vol. 42, supplementing vols. 1-41. (New York: McGraw-Hill. 1934. 
Pp. xix, 745.) 

STANFORD, E. E. Economic plants. (New York: Appleton-Century. 1934. Pp. 
xxiii, 571. $5.) 

Written by a professor of botany at the College of the Pacific, this volume 
is a detailed descriptive account of the economic uses of plant life. It includes 
a survey of forest products, textile plants, ro and pulp: food products, sugar 
- sugar plants, fixed oils, fruits, spices, beverage-yielding plants, and medic- 
inal plants, 

STCHERBAGNE, V. La politique agraire du gouvernement soviétique. (Paris: L. 
Rodstein. 1934. Pp. 350.) 

STRICKLAND, C. F. The progress of rural welfare in India, 1934. (New York: 
Oxford Univ. Press. 1934. Pp. 46. 35c.) 

The agricultural outlook for 1934-35. U. S. Bur. of Agric. Econ. (Washington: 
Supt. Docs. 1934. Mimeog.) 
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Alaska: mineral industry of Alaska in 1933. Geol. survey bull. 864-A. (Wash. 
ington: Supt. Docs. 1934. Pp. 94. 10c.) 

Canadian grain trade yearbook, 1933-34. (Winnipeg, Man.: Sanford Evans Sta 
Serv. 1934. Pp. 106. $1.50.) 

Direct marketing of hogs: summary, conclusion and recommendations. U. S. Bur 
of Agric. Econ. (Washington: Supt. Docs. 1935. Pp. 45, mimeographed.) 
Land utilization in Minnesota: a state program for the cut-over lands. Final re. 
port of the Committee on Land Utilization. (Minneapolis: Univ. of Minne. 

sota Press. 1934. Pp. xiv, 289. $1.50.) 

Wheat studies. Vol. xi, no. 2. Decline in wheat-flour export during the depre;. 
sion. No. 3. Prices of cash wheat and futures at Chicago since 1883. No. 4 
The world wheat situation, 1933-34: a review of the crop year. (Stanford 
Univ., Calif.:; Food Research Inst. 1934. Pp. 39-73; 75-124; 125-195. 75c.: 
$1.; $1.) 


Manufacturing Industries 
NEW BOOKS 

BATTAGLIA, M. L’industria del vetro in Italia. (Rome: Soc. Ed. di “Novissima.” 
1935. Pp. 341. L. 35.) 

American Iron and Steel Institute: annual statistical report for 1933. (New York: 
Am. Iron and Steel Inst. 1934. Pp. vi, 115.) 

National Fertilizer Association: proceedings of the tenth annual convention, held 
at White Sulphur Springs, West Virginia, June 11-13, 1934. (Washington: 
Nat. Fertilizer Assoc. 1934. Pp. 137.) 

Production and sales of dyes and other synthetic organic chemicals, 1933. U.S. 


Tariff Commission rep. no. 89, 2nd ser. (Washington: Supt. Docs. 1934 
Pp. 47. 10c.) 


Transportation and Communication 
NEW BOOKS 


De FELLNER, F. V. Communications in the Far East. (London: P. S. King. 1934. 
Pp. vii, 362. 15s.) 

This book is an effort to deal with communications within the Far Fas 
and between the Far East and other parts of the world, written by an officer 
in the University of Budapest. The author attempts to do two things, to pro- 
vide information of value to the specialist and to generalize upon the economic 
and political significance of the developments with which he is concerned. 
He has used few of the valuable publications in the English language and even 
fewer Chinese government documents. He seldom gives the sources of the 
figures which he uses. Misstatements of fact are numerous. We are told, for 
example, that the United States has two concessions in China (p. 58) and 
that Colonel Nakamura was killed in the spring of 1932 (p. 106). The his 
tory of the Tientsin-Pukow Railway hopelessly confuses this railway with the 
Canton-Hankow Railway; and the account of railways in Manchuria gives the 
reader little understanding of the significance of the subject. Moreover, the 
author fails to generalize from his discussion of communications; and his con- 
clusions, which are largely of a political nature, might have been the result 
of unspecialized observation. The author does, however, show appreciation 
of the importance of his field and of recent developments in the Far East. 

C. F. REMER 
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FETTER, T. A. Southwestern freight rates. (Boston: Christopher Pub. House. 
1934, Pp. 151. $2.) 

This monograph is an interesting historical study of the railway rate struc- 
ture of the Southwestern territory and a valuable contribution to our knowl- 
edge of factors determining the economic development of that region. It is 
informing as to the complexity of the transportation rate problem, past and 
present, of the country as a whole—a field in which comparatively little read- 
able material is available. The book is clear and concise. 

R. E. Curtis 


Hastines, J. A. Postalizing transportation. (Great Neck, L.I.: Author. 1934. 
Pp. 40. 

eanies y. Government ownership of railroads: how we ought to prepare our- 

" selves against it if we don’t want it to come. Address before joint meeting of 
the Traffic Club of N.Y. and the N.Y. Board of Trade. (New York: Commit- 
tee on Pub. Rel. of the Eastern Railroads. 1934. Pp. 29.) 

OwEN, W. A study in highway economics: being the Harvard Phi Beta Kappa 
prize essay for 1934. (Cambridge: Pub. by the Society. 1934. Pp. xi, 109.) 

This little volume received the Harvard Phi Beta Kappa prize essay for 
1934. The several chapters treat of the highway plant; highway planning; cost 
allocation both as to benefits received and types of vehicles; and motor ve- 
hicle taxation. The monograph is well annotated, with a bibliography of over 
four pages. 

THOMPSON, S. Railway statistics of the United States of America for the year 
ended December 31, 1933, compared with the official reports for 192° and re- 
cent statistics of foreign railways. (Chicago: Bur. of Railway News and Statis- 
tics. 1934, Pp. 121.) 

Topp, J. A., editor. The shipping world: afloat and ashore. (London: Pitman. 
1934. Pp. xiii, 308. 7s. 6d.) 

Government ownership of railways: a list of publications, 1930-1934. (Washing- 
ton: Library Bur. of Railway Econ. 1934. Mimeographed. ) 

The Kansas Port of Entry law: a study of the practical effect of its actual operation. 
Highway user ser. no. R1. (Washington: Nat. Highway Users Conf. 1934. 
Pp. 18.) 

Shall the federal government “crack down” on highway transportation? Memo- 
randum submitted to the Honorable Franklin D. Roosevelt, President of the 
United States, October 17, 1934. (Washington: Nat. Highway Users Conf. 
1934. Pp. 8.) 

Statistics of waterways, United States. Stat. summary no. 17. (Washington: Bur. 
of Railway Econ. of the Assoc. of Am. Railroads. 1934. Sheets 24.) 


Trade, Commerce and Commercial Crises 
International Economic Relations. The Report of the Commission of In- 
quiry into National Policy in International Economic Relations. (Min- 
neapolis: Univ. of Minnesota Press. 1934. Pp. x, 399. $3.00.) 


The Commission, whose report is here under review, was appointed in 
the autumn of 1933 by the Social Science Research Council. It was composed 
of Robert M. Hutchins, University of Chicago, chairman; William T. 
Gardiner, Incorporated Investors, Boston, vice-chairman; Carl L. Alsberg, 
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Food Research Institute, Stanford University; Isaiah Bowman, American 
Geographical Society and National Research Council; Guy Stanton Ford, 
University of Minnesota; Beardsley Ruml, R. H. Macy and Company, Inc, 
New York; and Alfred H. Stone, chairman of Mississippi State Tax Com. 
mission. The director of research and secretary (until July 1, 1934) was 
Alvin H. Hansen of the University of Minnesota. The Commission was 
asked 


to examine the present situation in the United States in which various practices 
and principles of nationalism and internationalism bear on national policy in 
international economic relations; to canvass the directions and objectives of 
American policy, and their possible results in terms of the welfare of the American 
people; to make a report presenting an analysis of the problems involved together 
with relevant recommendations. 


The Commission held a number of hearings in various cities of the country, 
received written memoranda, and consulted representatives of a variety 
of groups. 

The report now published includes five parts: recommendations, reasons 
for the recommendations, report of the director of research, selected mem- 
oranda submitted to the Commission, and a summary of the hearings. To 
the recommendations, set forth concisely in six pages of the report, attention 
will here be chiefly directed. It is well first, however, to set forth the ar- 
nounced point of view of the Commission. In brief, it is a national point 
of view. Indeed, the Commission takes care to clear the air on this point by 
pointing out that a realistic policy must be national in the sense that it aims 
at the best interests of the United States. The report, however, is character- 
ized by an international point of view in the sense that the writers do not 
lose sight of the close relationship of the “best interests of the United 
States” to the economic well-being of the rest of the world. The keynote of 
the report is contained in the first sentences of the recommendations: 


In order to advance the recovery of the world, the United States must promote 
the interchange of goods and services among nations. We believe that this policy 
is indispensable to the recovery and development of the United States. 

At this point the reader might anticipate a rather sweeping recommendi- 
tion of tariff reductions, but immediately the conflict of principle and ex- 
pediency, which runs through the report, appears in the statement that 


The principal difficulty in admitting additional imports into this country is the 
ten million unemployed in the United States. 

And so the specific recommendations as to tariff reductions are restricted 
to those cases in which “‘no serious addition to unemployment would te- 
sult.” Among these are (1) tariffs on non-competitive products, (2) inef- 
fective rates, (3) tariffs exclusively for revenue, (4) tariffs on goods of 
which we import almost all our domestic consumption, (5) tariffs on goods 
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requiring types of craftsmanship not developed in the United States, (6) 
tariffs on certain minerals of which the United States has scanty supplies, 
or which have been over-extended in submarginal production areas, and 
(7) tariffs on seasonal imports at those times of the year when domestic 
produc tion is impossible. 

Imposing as this list is at first sight, it clearly does not constitute a re- 
pudiation of the protectionist principle. No intelligent protectionist could, 
for example, object to removing tariffs on non-competitive products or to 
removing ineffective rates. On the other hand, one who favors a greater 
freedom of trade cannot derive much comfort from such proposals. Nor 
is it clear just how such innocuous measures would be effective in promoting 
the avowed object of the Commission of achieving “a more wholesome 
balance in the international accounts of the United States.” If, indeed, these 
tariffs selected for reduction are, as they appear to be, those that are inef- 
fective for the purposes of protection, then removing or lowering them will 
have little effect, either wholesome or otherwise, upon the balance of inter- 
national accounts. The Commission, itself, apparently has some misgivings 
as to the effectiveness of these specific proposals, for it continues: 


If these measures do not prove adequate to increase imports to the necessary 
degree, rates in other commodities should be lowered, with the proviso that the 
increases in the volume of goods admitted be subject to control in order to 
minimize the danger of unemployment. . . . 

It will be observed that this conditional recommendation is stated in 
general terms, and in the subsequent discussion the only points added are 
that the tariffs to be selected for this purpose should be those that are very 
high and those which protect monopolized or cartellized industries. One 
reader, at least, is left with the impression that the Commission does not 
attach very great significance to this rather general recommendation. 

The Commission is apparently of the opinion that a time of depression 
is a poor time to reduce protective tariffs. Space does not permit a discussion 
of this question, but it may be remarked that of some forty members of an 
invitational round table meeting at the last meeting of the American Eco- 
nomic Association, at which this report was very actively discussed, no one 
would volunteer to support this view. As one member of this group pointed 
out, any time is a bad time to reduce protective tariffs if one looks only at 
the direct effect upon the protected industry. If it is believed that the country 
is really suffering from unbalanced international accounts, it would seem to 
follow that a movement to balance these accounts through increased imports 
would have the effect of stimulating exports and raising the real purchasing 
power of the country. 

A number of other specific recommendations are made on some important 
problems of agricultural policy, monetary policy, and political measures, 
most of which would be classified as “liberal.” Furthermore, there are some 
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very excellent analyses of current problems included in the Commission’; 
discussion, in the report of the director of research, and in the appended 
memoranda. 
In general, one is impressed by the effort of the Commission to be tealistic 
and this is apparently considered to mean that political possibilities muy 
be taken into account in formulating its recommendations. This attitude 
will be praised by some; it will be questioned by others. This report, as well 
as several other recent efforts of social scientists to become “practical,” raises 
the question whether it is a proper job of social scientists to advise the 
government as to what is politically feasible to do. Possibly the politically 
elected representatives of the people are in a better position to judge that 
point. It may be that the scientists have fulfilled their function when they 
report that if such and such results are desired, these are the ways of attain- 
ing them and leave it to the Congress to determine, first, whether the results 
are desired, and, second, whether it is feasible to adopt the measures tec. 
ommended for attaining them. 
C. E. GRIFFIN 

University of Michigan 
NEW BOOKS 
ALLEN, L. W. Limited capitalism the road to unlimited prosperity: an economit 
theory and a political platform. (New York: Strand Pubs. 1934. Pp. 70. $1.) 
Explains the relationship of wealth, income and markets in terms of goods 
rather than in terms of money; presents a theory of booms and depressions 
which ascribes these changes to the influence of large incomes; and proposes 


remedy which, though drastic, merits thoughtful consideration. 
PEMBROKE H. Brown 


BEARD, C. A. and SmirH, G. H. E. The open door at home: a trial philosophy 
of national interest. (New York: Macmillan. 1934. Pp. 339. $3.) 

CLEARY, V. F. British imperial preference in relation to Australia. A dissertation. 
(Washington: Catholic Univ. of America. 1934. Pp. viii, 90.) 

CROWTHER, S. A primer: comment on the great constructive work of the Presi- 
dent of the United States in making arithmetic the basic science of government. 
(New York: Chemical Foundation. 1934. Pp. 31.) 

Criticism of findings of Mr. George N. Peek, special adviser to the President 
on foreign trade. Our export trade in capital was not —_ by an equal 
amount of export of commodities. Official figures are analyzed. 

FAIRCHILD, F. R. The business cycle and the New Deal: a supplementary chapter 
in economics. (New York: American Book Co. 1934. Pp. 22. 8c.) , 

FANNO, M. I trasferimenti anormali dei capitali e le crisi. (Turin: Giulio Einaudi. 
1934. Pp. 154.) 

Fritz, W. G. Contributions to business-cycle theory. (Pittsburgh: Author, Bur. of 
Bus. Res., Univ. of Pittsburgh. 1934. Pp. 71. $1.60.) 

Hussey, R. D. The Caracas Company, 1728-1784: a study in the history of 
Spanish monopolistic trade. (Cambridge: Harvard Univ. Press. 1934. Pp. xi, 
358. $4.) 

Kautz, E. A. Der Hafen von Vlissingen: seine Stellung und Entwicklungsaus- 
sichten im internationalen Verkehr. (Jena: Fischer. 1933. Pp. x, 401.) 
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MAURETTE, F. Social aspects of industrial development in Japan. Stud. and rep. 


ser. B, no. 21. (Geneva: Internat. Labour Office. New York: World Peace 
Foundation. 1934. Pp. 69. 35c.) 

The work under review is a pamphlet by the assistant director of the Inter- 
national Labor Office, who spent some three weeks in Japan to investigate its 
export manufactures. Despite its brevity, it is one of the most elucidating and 
suggestive studies on the subject which seems to be a source of anxiety among 
industrial nations of the world. He visited twenty odd establishments repre- 
senting industrial groups such as wool spinning, weaving and knitting; cotton 
spinning, weaving and dyeing; an iron foundry, a glass works and factories 
manufacturing matches, porcelain and pottery, porcelain electric insulators, 
electric bulbs, bicycles, watches, fountain pens, india-rubber goods, fine silks 
and embroideries, painted and embroidered material for kimono and lacquer 
ware as well as a brewery and printing works. These establishments altogether 
employed about 11,000 workers. He refrains from generalizing because “Japan 
possesses some 75,000 factories and workshops . . . employing about 1,666,000 
persons,” and because “if the small workshops falling outside the (Factory) 
Act are included, together with family workshops, which are also outside 
the Act, a figure of four or five million persons might be reached” (p. 1). 
However, he describes the essential characteristics of each of the industries 
investigated and points out their relative importance from the standpoint of 
international trade. 

He reports on the conditions under which labor is employed and discusses 
the standard of living in Japan. He speaks of the efficiency of Japanese workers 
as follows: ‘During my visits to factories and workshops I was constantly 
struck by the rapid and indeed brisk way in which the employees worked, with 
the result that the output per worker is high” (p. 33). 

He then presents representative views of the government, the employer, the 
worker, the economist, sociologist, etc., on social aspects of Japanese industrial 
development. Finally, he draws certain tentative conclusions, but he says: 
“There is one question to which I do not hesitate to take the responsibility of 
giving a definite and positive reply—the question of social dumping . . . social 
dumping is defined as the operation of promoting the export of national 
products by decreasing their cost of production as the result of depressing 
conditions of labour in the undertakings which produce them, or keeping those 
conditions at a low level if they are already at such a level. It may be stated 
that social dumping, defined in that way, does not exist in Japan” (p. 58). 

YAMATO ICHIHASHI 


RopKE, W. German commercial policy. (London: Longmans Green. 1934. 


Pp. viii, 86.) 

This book represents a series of lectures which were given by Professor 
Répke at the Graduate Institute of International Relations in Geneva in the 
early part of 1934. The author begins by outlining the commercial policy and 
the economic development of Germany after the unification of the country 
and particularly after the passage of the tariff of 1879. Those unfamiliar with 
the forces which have been shaping the economic life of the country from the 
establishment of the German Empire to the outbreak of the World War will 
find the discussion too sketchy and somewhat inadequate to serve as a back- 


ground for a subsequent consideration of the growth of protectionism in 
Germany and the crises of 1931. 
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The author is a firm believer in the necessity of liberalizing commercia| 
policies in general and the policy of Germany in particular. Forcefully, thou 
with too many repetitions, Professor Répke brings out the point that modem 
tendencies toward autarchy are not in accordance with the “inner logic of the 
universal development of last centuries” and that the fate of Germany and to 
a varying degree the fate of other leading nations is bound up with a retum 
to economic internationalism. The book gives a clear insight into the develop. 
ments in Germany since the Great War. The author attributes Germany’; 
economic troubles largely to the misguided policy of protecting monopolistic 
producers of iron and steel on the one hand and great landlords, growers of 
tye, on the other. This policy raised prices of export articles and hindered the 
breaking up of large estates and the settling of Eastern Germany by peasant 
farmers; it also prevented the transformation of German agriculture in keeping 
with her natural advantages and along the lines which have proved so successful 
in Denmark and in Holland. Thus far the monopolists and the landowner 
have had the upper hand, but their victory has overwhelmed the whole economic 
structure of Germany and has led to disaster. The last chapter of the book is 
devoted to an analysis of what the author considers to be short-term measures 
adopted to meet emergencies and which, according to him, are unfortunately 
conceived by some to be long-run policies. 

It is encouraging to note that Professor Répke concludes his thought-pro- 
voking recital of restrictionists’ Pyrrhic victory in Germany with an expression 
of faith that the ultimate outcome of the combat will be on the side of sound 
ideas, to which belongs the future. 

SIMON LiTMAN 


SimPSON, K. Introduction to world economics. (New York: Harper. 1934. 
Pp. xvi, 295. $3.50.) 
This is a study of four economies—France, Germany, Great Britain and the 
United States—their relations to each other and to the rest of the world. 
There is a foreword by Senator Costigan and a beginning chapter which pro- 
vides both an introduction and a summary. Part 1 outlines the basic industries 
of the four countries and indicates their different degrees of self-sufficiency, 
while in Parts 2 and 3 their money-banking systems are decribed, the inter 
relation of their price and cost levels, their capital movements and trade barriers 
Though short historical summaries of tariff policies are given, the discussion 
is taken up mainly with the period since the war. 
From the analysis there emerges a plea for less interference with intern- 
tional commerce and finance. The author states that “maladjustments in the 
declining national price levels constituted the single, most disrupting economic 
influence after 1922” and suggests where joint international agreement might 
have eased the situation, “nationalistic measures brought it to the verge ot 
economic collapse.” Since attempts to raise prices by currency depreciation and 
trade restriction have been deflationary, Mr. Kemper Simpson earnestly pleads 
for the restoration of stable exchanges and the gradual elimination of tariff 
duties. RALPH E. FREEMAN 


SrarcH, D. Fe °5, fear and fortunes. (New York: Richard R. Smith. 1934. 
Pp. 226. $2.) 

The thesis of this book is developed on the theory that business fluctuations 

are mainly matters of human behavior. The author believes that booms are 

largely the product of mass psychology, of excessive enthusiasm and faith, 
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ercial and that depressions result largely from mass psychology of fear. He states this 
ough thesis in the closing paragraph of his book as follows: 

odern “I conclude as 1 began. Booms and depressions are phenomena of mass 
f the psychology. The ordinary piddling manipulations of men and governments are 
nd to but the ripples of the titanic tides of the human desires, emotions, and rivalries 
etum of the world’s 2,000,000,000 souls. The up-wellings of the inner urges of 
elop- these millions of persons, individually and in the mass, are the giant forces 
any which make or unmake the world’s business.” 

dlistic Dr. Starch shows the similarity between the Tulip Craze, the Mississippi 
ts of Bubble, the South Sea Bubble, the Florida Land Boom and the Great Stock 
d the Market Boom of 1929 in that each of them was a product of blind speculation 
sasant due to mass psychology of faith in rising prices. He analyzes the happenings 
eping of the depression of 1929-1933 as propeiled largely by mass psychoiogy of 
essful fear. He pays President Roosevelt a very high compliment as being one who 
wners is able to instill confidence and faith in the mass of the people under conditions 
omic of widespread fear. He finds some good and some bad in the various so-called 
0k is New Deal measures of the Roosevelt Administration. 

asures He proposes the following policies to prevent the recurrence of future 
nately depressions: (1) Educate the masses that depressions follow booms; that the 
only way to prevent depressions is to prevent the occurrence of booms; (2) 
t-pro organize a supreme economic council of leaders in the various fields of activity 
ession to advise the government and business as to current and future economic policies 
sound to be followed; (3) increase the margin on stock exchange loans; (4) improve 
the banking practices and impose higher standards for banks; (5) give the 
business managers in various industries an opportunity to codperate in carrying 
out managerial policies; (6) create new industries and develop new economic 
desires on the part of the public; and (7) have more thinkers and planners 
in business. 

d the In my opinion Dr. Starch overstresses the importance of the psychological 
world. factors in business fluctuations and attaches too little importance to the physical 
A pt and financial factors involved in those movements. Certainly, there are basic 
istries causes for this mass psychology that he talks about; he practically ignores these 
Lency basic causes in his discussion. The book is an interestingly written popular 
inter presentation of his thesis, but to the student of business cycles it contains 
mniets nothing new. 

ARTHUR B. ADAMS 


tern2- New Zealand: statistical report on trade and shipping of the Dominion, 1933. 
in the Part II. (Wellington: Census and Statistics Office. 1934. Pp. xvi, 86. 3s. 6d.) 
nomic 
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pleads 

tariff Government Experimentation in Business. By WARREN M. PERSONS. (New 

York: Wiley. 1934. Pp. xi, 268. $2.50.) 

Dr. Persons became so interested in a survey he made for the Edison 
Electric Institute that he was stimulated to further inquiry. Government Ex- 

oe perimentation in Business is the result. 

Faith The nature of the book is hardly suggested by the title itself. In the first 
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place, it does not examine, as might be expected, the experiments common! 
called ‘the New Deal’’—that is, except by implication. But the latter js 
abundantly clear. For Dr. Persons is above all concerned to utter the awful 
warning of history, hoping against hope that Hegel may be wrong, hoping 
that America may learn from the teachings of history what is to him so very 
plain—namely, that whenever enterprises traditionally belonging to the 
province of private business are undertaken by governments, they inevitably 
suffer the blight of financial ruin. 
Secondly, the book is not so much a scientific analysis of the activities of 
governments in business, weighing and balancing the successes and failures 
in the economic background to which they belong, as it is a stringing to- 
gether of summaries, usually of paragraph-length, and short quotations 
from writings of those who have discovered that when governments invade 
fields properly belonging to private enterprise, the government projects 
almost invariably end in failure. What Dr. Persons really does is to call to 
his-aid a multitude of witnesses, and no matter who are called upon to testi- 
fy, whether contemporary observers, the National Transportation Commit- 
tee, distinguished members of the Harvard faculty, Mr. Samuel Crowther 
or Mr. Marcosson in the Saturday Evening Post, they all bear witness to the 
same disastrous results. 
Dr. Persons is concerned only with government projects which are sup- 
posed to be self-liquidating and return a profit. Fully half of the book 
is devoted to the early history of state turnpikes, canals, roads, and 
banks. For example, the costly experiments of state activities in banking, 
ending in repudiation of state debts, present a dismal picture, yet not nearly 
so dismal as it would have been if the failure of private banks had been 
added. The remainder of the book is taken up with experiments of the 
federal government with banks, railroads, reclamation projects, Muscle 
Shoals, the Merchant Marine, camels and the like, a long summary and 
conclusions. The period covered is July 4, 1776, to March 4, 1933. 
The reasons for the failure of governments in business are to be found 
chiefly in political corruption, bad planning and lack of initiative. When 
government enterprises compete with private they do so unfairly by the 
use of inaccurate accounting and by paying no taxes. But surely these things 
need not inevitably be so—as the experience of the Ontario hydro-electric 
will suggest. 
When failure comes to government experiments, the taxpayer, Dr. Per- 
sons warns, must pay the bills. As measured in costliness to the nation, 
however, it may be questioned whether the failure of government expefi- 
ments are more serious, for example, than the collapse of the Insull 
experiment. 
H. F. R. SHAW 


Dartmouth College 
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Security S peculation: Its Economic Effects. By JOHN T. FLYNN. (New 
York: Harcourt Brace. 1934. Pp. xii, 332. $3.00.) 


This book is a direct challenge to the traditional arguments in support 
of security speculation. It contends that the economic benefits are relatively 
insignificant or non-existent. 

The author is to be complimented for sharply delimiting his field and 
dearly defining his subject. He is concerned only with economic effects and 
deals only with speculation in securities undertaken ‘‘with the design to 
make a profit out of the changes in the market price of such securities.” He 
rules out investment for income, commodity speculation, and such specula- 
tive enterprises as the building of a railroad, the opening of a store or the 
operation of a farm, not to mention the classic example of the voyage of 
Columbus, with its crown-jewel financing. 

If anything, he delimits a little too much, for he seems to have in mind 
the operations of the “‘in-and-out” trader, to the exclusion of those large 
speculators whose dealings often extend over a period of years. However, 
the short-term traders give him abundant material: witness the statement 
that some 90,000 shares of floating stock of the J. I. Case Corporation were 
in 1931 the basis of exchange transactions of 13,777,000 shares. 

Certain descriptive chapters, such as those on the nature of stock ex- 
changes and trading methods, may be passed over here. The author holds 
that the one argument which could justify security speculation is that it is 
“essential to keeping in flow the needed supplies of capital funds for our 
corporate industries.” He then presents an analysis of the ways in which 
various railroad and other companies secured their capital supplies and 
insists that only a small part was obtained from securities marketed on an 
exchange. Yet later he states that common stocks sold privately are dis- 
tributed to the public through the machinery of stock exchanges. Again, 
he holds that few business enterprises secure funds through the medium 
of exchange trading. Indeed, he argues that security speculation, by absorb- 
ing large amounts of credit, often ‘competes with and hampers the new 
enterprise market instead of helping it.” 

Exchange trading is held responsible for the sale of excessive amounts 
of securities and for the creation of “huge masses of debt, almost beyond 
delief, debts which could never be incurred without the peculiar machinery 
of the stock exchanges for whipping up prices.” 

A chapter on the evils of margin trading is chiefly devoted to the absorp- 
tion of funds by speculation. Curiously, in a book on the economic effects 
of speculation, there is only brief reference to the widespread damage re- 
sulting from such a debacle as occurred in 1929. Market manipulation and 
the operations of floor traders and specialists come in for severe criticism. 
Short selling, instead of providing the proverbial “cushion,” is blamed for 
accentuating declines. 
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The contention that state interference with speculation has been proved Prc 
a failure is challenged on the ground that such legislation dealt only with since 
specific phases or specific practices. all pe 
The final chapter analyzes the Securities Exchange act. This is criticized or fin 
as not sufficiently drastic and for recognizing margin trading instead of cartyi 
prohibiting it. one 
There are a number of errors such as the statement that the $508,302. aclu 
500 common stock of the United States Steel Corporation “was given to the a 
the bankers and the various organizers as a bonus,” whereas most of it from 
was issued in part payment for stocks of constituent companies for which 1932 
many owners had paid substantial prices: only part of it was “bonus” stock. oom 
While there is much good material in this book, it is not a really satis. incre 
factory work. The tone is that of the advocate whose zeal too often leads here 
to special pleading and dogmatism. It does not give a complete picture. It low t 
purports to show that security speculation is almost wholly evil or wholly indic 
useless. The possible benefits of speculation are ignored or treated in very Ta 
cavalier fashion. For example, one would expect to see thoroughly discussed with 
the question whether the existence of a broad speculative market may not chars 
have facilitated the flotation of securities through private channels. A con- comy 
parison with conditions in real estate, where the absence or impracticability ties, 
of an organized speculation is so often deplored, would have given a better $450 
balance to the book. It 
In brief, it may be said that the author frames a rather striking indic- turns 
ment but that on his evidence and argument many readers may return a owne 
Scotch verdict. One of the chief merits of the book is that it is challenging, toils 
even irritating. It will give a sharp jolt to those who have been prone to has 
accept as gospel the traditional arguments in support of security speculation, strau 
even though it does not convince them. asite: 
LUTHER CONANT He : 
Winchester, Massachusetts prop 
ers, 
Who Gets the Money? How the People’s Income Is Distributed. By WA\- wl 
TER RAUTENSTRAUCH. (New York: Harper. 1934. Pp. xii, 99. $1.00.) T 
This treatise is a prominent industrial engineer’s analysis of changes in the 1 
the national income occurring since 1909. The book is excellently written. gage 
The argument is so clearly set forth that the reader can scarcely fail to This 
follow it. However, the fifteen charts, though presented in a form which havi 
will doubtless appeal to engineers, are likely to give the reader not trained whe 
in mathematics a moment’s pause before they are understood thoroughly. dere 
Throughout, the nation’s economic set-up is treated from an engineering of u 
viewpoint. The results may be likened to a technical description of a huge tion 
electric power plant written by an economist untrained in mathematics and tion 


vote 


physics. 


1935] Accounting, Business Methods, Investments, Exchanges 119 


Professor Rautenstrauch, reviving an eighteenth century doctrine long 
since discarded by economists generally, proceeds to class as non-producers 
all persons engaged in such activities as selling or delivering goods, banking 
or finance, education, treating the sick, protecting life and property, or 
carrying out any of the functions of government. All money going to per- 
sons in such fields is labelled overhead expense. Overhead also is made to 
include all interest, dividends, and rent. Having made this classification, 
the author proceeds to demonstrate statistically that, overhead costs rose 
from one-half of the national income in 1917, to two-thirds of the same in 

932: in other words they increased 230 per cent, while ‘operation costs” 
were practically stationary. He then assumes it to be obvious that such an 
increase in overhead inevitably portends national bankruptcy. .The question 
here arises as to whether Professor Rautenstrauch would be willing to fol- 
low this line of reasoning to its logical conclusion. Is high overhead an 
indication of unsound financial position? 

Take for example the case of a $10,000,000 hydro-electric enterprise 
with operating expenses of $550,000 per annum, of which sum interest 
charges constitute $500,000. Is its position weaker than that of a coal mining 
company, also having operating expenses of $550,000 made up of royal- 
ties, $50,000, office expenses and miscellaneous, $50,000, and wages, 
$450,000? 

It seems clear that the author endorses the Marxian doctrine that all re- 
turns on property are socially unjustifiable, for he says of the property 
owner: “This gentleman is neither producer nor overhead worker. . . . He 
toils not, neither does he spin. And as the result of ownership idling, he 
has always been well off.” In some way not made clear, Professor Rauten- 
strauch separates from the population some three millions of these par- 
asites, and divides among them the total property income of all recipients. 
He appears, therefore, to overlook the fact that, for the most part, these 
property owners are the same farmers, merchants, physicians, lawyers, bank- 
ets, brokers, manufacturers, etc., already accounted for under other 
categories of the population. 

The fundamental thesis of the book is that, between 1909 and 1929, 
the nation ought not to have reduced the proportion of the population en- 
gaged in such basic industries as agriculture, mining, and manufacturing. 
This implies a national psychology resembling that of the poor miner, who 
having “struck it rich,” came to the metropolitan hotel to celebrate, and, 
when confronted by the waiter with a formidable looking menu card, or- 
dered fifty dollars’ worth of ham and eggs. As it happens, however, most 
of us have not wanted more ham and eggs. When, during the period men- 
tioned, the productive power, and hence the per capita income of the na- 
tion grew rapidly, the majority of the inhabitants increased their dollar 
Votes not for more products of the farms and mines and factories, but for 


d 
h 
d 
of 
0 
it 
h 
1s 
It 
| 
t- 
a 
) 
id 


120 Reviews and New Books [March 


better education and medical care, and for more travel, recreation, and ep. Dom 
tertainment. The best evidence available indicates that, in 1929, the pto- Ve 
portion of the population suffering from lack of food, clothing, and shelter .” 
was very small. This being the case, why criticize the public for voting for Pee 
the things they really wanted. While Professor Rautenstrauch is doubtless ( 
correct in assuming that, in the period 1925 to 1929, overspeculation paved | 
the way for depression, he presents no real evidence to indicate that diver. wi 
sion of much of the working force of the nation from production of of 
basic necessities to production of comforts and luxuries was socially unwise si 
or had anything to do with bringing about the 1929 collapse. pe 
WILLForD I. Kinc be 
New York University or 
the 
NEW BOOKS in 
ApaMs, C. B. National industrial organization (under social control). (Santutce, In 
P.R.: Cantero Fernandez. 1934. Pp. iii, 181.) wl 
A carefully revised and partially rewritten edition of the author's Socid = 
economy; or, The economics of social production, the original edition of pl: 
which was published in November, 1906. tat 
BABSON, R. W. The new dilemma. (New York: Revell. 1934. Pp. 233. $2.) qu 
BARTHOLOMEW, J. R., and others. Present value and annuity tables, applied to 
bond values of any coupon: the present value of 1 and the present value of mi 


an annual payment of 1, at 168 rates converted annually, semi-annually and 
quarterly. (New York: Authors, 44 Pine St. 1934. $20.) 
BARTLETT, J. T. and REED, C. M. Methods of instalment selling and collection. 


(New York: Harper. 1934. Pp. ix, 309. $3.50.) Pr 
The two authors have had a wide practical experience in the field of instal- Gor 
ment selling, and are also co-authors of a previous volume on Retail credit A 
practice. 
The volume is packed with information on methods followed by different Y 
firms. It deals with down-payments, repossessions, payment periods and losses. 
BAuER, J. and Gop, N. Public utility valuation for purposes of rate control. in 
(New York: Macmillan. 1934. Pp. xxii, 477. $3.50.) ~ 
BREYER, R. F. The marketing institution. (New York: McGraw-Hill. 1934. oe 
Pp. viti, 357. $3.) 
Author treats of the marketing institution, not only in the usual, conventional ‘i 
description of the market, but also adds a detailed discussion of its social os 
effectiveness. This latter treatment is divided into two parts, one dealing with “ 
conditions before the New Deal, and the other under the New Deal. 1 
BurRTCHETT, F. F. Corporation finance. (New York: Harper. 1934. Pp. ix, 1078. | 
$4.25.) 
CHAMBERS, J. L. and McGuire, S. H. The New Deal interpreted: 107 questions : 
and answers on the recovery measures and administrative agencies. Bull. set. 30, 


no. 2. (New Concord, Ohio: Muskingum Coll. 1934. Pp. 64.) 
Couns, K. Retail selling and the new order. (New York: Greenberg. 1934. 
Pp. 203. $2.50.) 
Davies, A. E. The small man and his money. (London: Allen and Unwin. 1934. 
Pp. 96. 2s.) 
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DoMKE, M. Internationaler Schutz von Anleiheglaubigern. (Vienna: Manzsche 
Verlags und Universitats-Buchhandlung. 1934. Pp. 59.) 

EpsTEIN, R. C. Industrial profits in the United States. (New York: National 
Bur. of Econ. Research. 1934. Pp. xi, 678. $5.) 

FILENE, L. and StopparD, W. L. Unfair trade practices: how to remove them 
(New York: Harper. 1934. Pp. xiti, 134. $1.50.) 

Mr. Filene considers that business is, and has been for many years, beset 
with unfair trade practices which are very costly. He estimates that the cost 
of unfair trade practices to competing retailers is nearly $125,000,000 per year, 
and that the cost to competing wholesalers and competing manufacturers may 
reach an equal amount. “Unfair trade practices” refers to practices between 
competitors, as defamation of competitors, and unfair practices between mem- 
bers of the same industry, as substitution of inferior merchandise in filling an 
order. Unfortunately, an appreciation by Mr. Filene of unfair practices between 
the business family itself and the public is singularly lacking. 

The authors advocate meetings under the NRA for frank discussion, result- 
ing, if possible, in an agreement on the practices which should be outlawed. 
In addition there should be established some kind of impartial clearing-house 
where complaints may be filed and adjustments handled. The abatement of 
unfair trade practices is not an end in itself; it is a means toward a much greater 
plan for the economic future of business. Manufacturers, distributors and re- 
tailers should codperate to determine popular price levels, the kinds and 
quantities of goods to be produced, etc. 

This policy might be questioned as resulting in a plan of private industrial 
monopoly. Apparently the consumer is not included in this “greater plan.” 

VERNON A. MUND 


Finney, H. A. Principles of accounting. Vol. 1. Intermediate. (New York: 
Prentice-Hall. 1934. Pp. xii, 765.) 

GorTTscHE, H. C. Brewery accounting: complete system and forms. (Chicago: 
Author, 100 N. La Salle St. 1934. Pp. 288. $12.50.) 

GraHAM, B. and Dopp, D. L. Security analysis: principles and technique. (New 
York: McGraw-Hill. 1934. Pp. xi, 725. $4.) 

A much more comprehensive treatment of investment problems than is 
indicated by the title, this, in the words of the authors, “deals not only with 
methods of analyzing individual issues, but also with the establishment of 
general principles of selection and protection of security holdings.” 

The authors have regarded the years 1929-33 as a “laboratory period.” The 
experiences of this period have been of invaluable aid in testing current theories 
and practices. The concepts and methods developed are documented with a 
remarkably well-chosen list of examples, all tested in the light of events since 
1929. The result is a much improved set of working principles. 

This volume represents an almost ideal balance of theory and practice. The 
approach is essentially critical, and theory has been developed only as it 
relates to current practice. In general this study is one of the most thorough, 
interesting books yet written in the field of investments. 


F. P. SMITH 


Grrr, E. Accounting in the Zenon papyri. (New York: Columbia Univ. Press. 
1934. Pp. xiii, 77. $3.) 
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HALL, F. P. Government and business. (New York: McGraw-Hill. 1934, Pp. x, 
275. $2.50.) 

HepcEs, J. E. The advertising of fabricated parts in consumer media. Kans 
stud. in bus. no. 16. (Lawrence: Univ. of Kansas Bur. of Bus. Res. 1934 
Pp. 68. 50c.) 

HosMe_r, W. A., and others. Problems in accounting. (New York: McGraw-Hill, 
1934. Pp. 480. $4.) | 
HUuEBNER, S. S. The stock market. (New York: Appleton-Century. 1934, Pp. xx, 

590. 
Caesbiie revised and enlarged, in collaboration with G. L. Amrhein. 

Humpureys, H. G. The accounts of an oil company. (New York: American 
Inst. Pub. Co. 1934. Pp. xiti, 136.) 

Isaac, M., editor. Corporate Reorganization act, with all 1934 amendments and 
additions to the Bankruptcy act, Municipal Relief act, Farm Bankruptcy act, 
general orders in bankruptcy, forms in debtors’ proceedings and General Bank. 
ruptcy act. (New York: American Bankruptcy Rev. 1934. Pp. 24, 36, 96.) 

Isaacs, N. The law in business problems. Rev. ed. (New York: Macmillan. 1934 
Pp. xxviii, 512. $4.) 

JOHNSTON, T. The financiers and the nation. (London: Methuen. 1934, Pp. 
206. 5s.) 


JorDAN, D. F. Jordan on investments, 3rd rev. ed. (New York: Prentice-Hall 
1934. Pp. 425. $4.) 
KELLER, A. E. Accounting system and office-management procedure for mediun- 


size metal mines. Bur. of Mines bull. 372. (Washington: Supt. Docs. 1934 
Pp. iv, 84. 10c.) 

Lasser, J. K. and Geraropl, J. A. Federal Securities act procedure. (New York: 
McGraw-Hill. 1934. Pp. 399. $4.) 

MADIGAN, J. J. Managing cloth inventories in the cotton textile industry. Bus. tes. 
stud. no. 6. (Boston: Harvard Univ. Grad. School of Bus. Admin. 1934. 
Pp. ix, 53.) 

MONTEITH, R. J. and Burack, A. S. Methods and procedure in federal pur- 
chasing. (Boston: B. Humphries. 1933. Pp. 349.) 

MONTGOMERY, R. H. Avditing theory and practice. Sth ed. (New York: Ronald. 
1934. Pp. viii, 772. $6.) 

Moore, F. F. and GILt, J. G., editors. Municipal accounting and auditing (New 
Jersey). (Trenton, N.J.: Rider Coll. 1934. Pp. 326. $6.) 

PIQUET, H. S. Outline of the New Deal legislation of 1933-1934. 2nd ed. (New 
York: McGraw-Hill. 1934. Pp. vi, 154. $1.) 

This second edition covers recovery administrative policies to August, 1934. 
The analysis is concise and clear, and free from critical comment. The appendix 
contains a serviceable description of the New Deal agencies. 

Rietz, H. L., CRATHORNE, A. R. and Rietz, J. C. Tables for mathematics of 
finance. Rev. ed. (New York: Holt. 1934. Pp. iii, 84.) 

RYAN, J. and Taytor, J. S. Standard cost control for cotton spinning. (Ma0- 
chester: Harlequin Press. 1934. Pp. 117. 5s.) 

SCHABACKER, R. W. Stock market profits. (New York: Forbes Pub. Co. 1934. 
Pp. 369. $5.) 

SCHMECKEBIER, L. F. New federal organizations: an outline of their structure 
and functions. (Washington: Brookings Inst. 1934. Pp. ix, 199. $1.50.) 

The volume includes descriptions of all organizations created by act 0 
Congress or by executive order between March 4, 1933, and July 1, 1934, 3 
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well as two earlier emergency units—the Reconstruction Finance Corporation 
and the Federal Home Loan Bank Board—which were created in 1932, but 
whose functions have been materially extended. Another organization discussed 
—the Farm Credit Administration—was created in March, 1933, by the con- 
solidation of existing bodies, but its duties have been greatly increased. A 
few units, such as the Federal Communications Commission, take the place of 
organizations previously existing, but have additional powers. 

SieGFRIED, A., and others. L’economie dirigée. Conférences organisées par la 
Société des Anciens Eléves de l’Ecole Libre des Sciences Politiques. (Paris: 
Alcan. 1934. Pp. 304. 15 fr.) 

Discussion of methods of controlling economic activities in the United 
States, Germany, Italy and U.S.S.R. 

SINCLAIR, P. Bud geting. (New York: Ronald. 1934. Pp. xv, 438. $5.) 

Author is a certified public accountant associated with a well known ac- 
counting firm. The volume covers in detail practically all phases of budgeting 
for a business concern, including budgeting for purchasing, sales, production, 
labor, advertising and investment in physical property. There are over 160 
working forms, tables and charts. 

STEPHENSON, G. T. Trust business. Vol. 1. (New York: American Inst. of Bank- 
ing. 1934. Pp. 520. $4.) 

STEVENS, W. M. Financial organization and administration. (Cincinnati: Amer- 
ican Book Co. 1934. Pp. xvi, 670.) 

WatsH, W. F. A treatise on mortgages. (Chicago: Callaghan. 1934. Pp. xlviii, 
376.) 

WarsHow, R. I. Understanding the new stock market. With the text of the 1934 
Securities Exchange act. (New York: Greenberg. 1934. Pp. viii, 207. $2.50.) 

For the layman; explains the operations of the new Securities act. 

WIGHTMAN, E. C. Life insurance accounts. (New York: Life Office Manag. 
Assoc. 1934. Pp. 292. $3.50.) 

Wittcox, R. S. Cost accounting. (Chicago: Business Pubs. Co. 1934. Pp. vi, 
42d. 

WILLIAMS, J. H. The flexible budget: how to use it to organize, to codrdinate, 
and to stimulate the activities of executives, as well as to control expense. 
(New York: McGraw-Hill. 1934. Pp. 303. $2.50.) 

Better government personnel. Report of the Commission of Inquiry on Public 
Service Personnel. (New York: McGraw-Hill. 1935. Pp. x, 182.) 

Boston Conference on Retail Distribution, 1934: a national forum for problems 
of distribution. (Boston: Retail Trade Board, Boston Chamber of Commerce. 
1934. Pp. 94.) 

Contains 25 papers presented at the sixth annual conference, held in Sep- 
tember, 1934. The conference was sponsored by the Retail Trade Board, in 
cooperation with Harvard University Graduate School of Business Administra- 

_ tion, Boston University and Massachusetts Institute of Technology. 

usiness and trade dictionaries: a classified guide to the sources of business 
lerminology and definitions (bibliography). (New York: Special Libraries 

_ Assoc. 1934. Pp. 39. $1.50.) 

. in "Wee bonds. (New York: First Boston Corp., 100 Broadway. 1934. 
p. 10. 

or nal drug store survey: costs, sales, and profits in the retail drug store. 

vomestic commerce ser. no. 90. (Washington: Supt. Docs. 1934. 20c.) 


The new bankruptcy law, amended June 7, 1934, amendment amended June 18, 
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1934. Compiled and pub. for the assistance of lawyers. (New York: Corpon. 
tion Trust Co. 1934. Pp. 23.) 
Contains the text of the amendment approved June 18, 1934, to the amend. 
ment approved June 7, 1934; two examples of voluntary petitions for te. 
organization under the new provisions (Radio-Keith-Orpheum Corporation 
and United Cigar Stores Company of America) ; two examples of petitions 
under the new provisions for appointment of trustees, reorganization sought 
(Paramount Publix Corporation and Roxy Theatres Corporation). 

New Deal laws of importance to corporations and corporation officials: Securitie; 
act of 1933 (as amended by Title Il of the Securities Exchange act of 1934). 
Securities Exchange act of 1934; corporate reorganizations (amendment to 
Bankruptcy act). (New York: Corporation Trust Co. 1934. Pp. 67.) 

Securities Exchange act of 1934, including amendments to the Securities act of 
1933, and with full table of contents and detailed index. (New York: Prentice. 
Hall. 1934. Pp. 48.) 


Capital and Capitalistic Organization 


Public Utilities and the People. By WILLIAM A. PRENDERGAST. (New 
York: Appleton-Century. 1933. Pp. vii, 379. $3.00.) 

This book reflects the author’s background and experience as comptroller 
of the City of New York and subsequently as chairman for nine years of 
the Public Service Commission of the State of New York. While many 
will disagree with Mr. Prendergast’s views on certain points, he has on the 
whole presented a lucid and readable sketch of the main issues of public 
utility economics. He is punctilious in canvassing the pros and cons of 
major subjects of controversy. The chapter on the Ontario Hydro, that 
perennial bone of contention, seems a model of fairness. On the other 
hand, his advocacy of reproduction cost rate bases and his whole-hearted 
acceptance of retirement accounting principles will provoke dissent among 
economists and accountants. The merit of the book lies less in its conclusions 
than in its apt summarization of leading issues in form to aid the intelligent 
general reader. 

It is to be expected that regulation as seen by a regulator should not ap- 
pear in a too unfavorable light. The author presents evidence to controvert 
the assertions that regulation has “broken down.”” He emphasizes the point, 
frequently neglected, that service quality is more important than rates. He 
inclines to the view that state commissions should adhere to a somewhat 
passive quasi-judicial rdle, yet opposes the institution of “people's counsel’ 
or “public defender” on the ground that the interest of users of public 
utility service is already competently defended. The volume of regulative 
activity, much of it concerning aspects other than rates, which a commission 
carries on indicates that recourse to the federal courts by no means wholly 
thwarts or cripples commission regulation. 

The procedure may be summarized as follows: From 1921 to 1928 the 
Public Service Commission of the State of New York issued 11,440 formal 
closing orders. In 46 of them a court review was begun; 12 of these were 
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discontinued before any court hearing was held; 20 of the remaining 34 
were heard by the Appellate Division of the Supreme Court of New York 
State. The Commission’s orders were affirmed in 14 cases and reversed in 
6. In the Court of Appeals, the court of final resort in New York State, the 
Commission’s orders were affirmed in 8 and reversed in 3. Subsequently 2 
cases reached the federal Supreme Court, where the Commission’s order 
was afurmed in one and reversed in the other. Thus, out of the 34 cases 
actually reaching the courts, 23 were affirmed, 10 reversed and one was 
still pending in the United States Circuit Court of Appeals. In that case the 
Commission was sustained by the latter court, and the company’s appeal 
to the United States Supreme Court was dismissed. Thus, in 11,440 cases, 
10 have been reversed by the courts. 

The author shows a vivid realization of two related questions often lost 
sight of: first, the importance of incentive provisions in any scheme of rate 
regulation, and second, the importance of promotional rates in lowering 
costs through increased volume. His own plan of rate control, presented in 
1930 to the New York State Commission on Revision of the Public Service 
Commissions Law embodies liberal incentive provisions. Important as are 
such incentives for lower rates when viewed from the standpoint of prac- 
tical administration, they raise far-reaching questions of social justice when 
seen over a sweep of several generations in an industry of decreasing costs 
in the orthodox sense, strongly reinforced by rapid technical advance. It is 
conceivable that the pace of such cost reduction may be such as to dwarf, 
relatively, the vexed questions of physical valuation which have filled so 
many volumes. In that case the issue shifts from that of a return on property 
to that of an increment of return attributable to changes in technique whose 
rate of diffusion throughout the industry may be only in part dependent on 
the alertness of individual operating company managements. 

B. A. THRESHER 
Massachusetts Institute of Technology 


International Combines in Modern Industry. By ALFRED PLUMMER. (New 
York: Pitman. 1934. Pp. ix, 191. $2.50.) 

This is an interesting and valuable book. Although handicapped by the 
fact that most international cartels and trusts do not choose to tell the 
world very much about themselves, the author has managed to gather a 
considerable fund of information concerning these shadowy creatures of the 
economic jungle. There are more facts about international combines in this 
Volume than in any other this reviewer knows of. Details concerning the 
international cartels in steel rails, zinc, tin, potash, copper, sugar, linoleum 
and a whole host of others, all hung on an argument moving slowly and 
‘utiously to no startling conclusion—a book of this sort is not good, sum- 
mer, light reading; but one whose interests lie in this field will find it a 
mine, the contents of which he can put to good use. 
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The volume discusses the kinds and types of international cartels and 
trusts, the aims of those who organize them, the environmental conditions 
favorable to their establishment, and the obstacles, both external and 
internal, which hinder their formation and maintenance. Concluding chap. 
ters deal with the effects and tendencies of these organizations and their 
future prospects. International or world-wide monopolies are simply special 
cases of monopolies in general, and on the whole Dr. Plummer has not 
added much to the already accumulated fund of generalizations regarding 
these phenomena. At their best, he believes, international monopolistic 
combinations can curtail waste, stabilize somewhat prices and production, 
give consumers good value and workers good conditions of employment; 
at their worst, they may do precisely the opposite. And at the present junc. 
ture there is not much more that can be said. 

The problem of the control of international monopolies is distinguished 
from the general problem of the control of national monopolies 
simply in that in the former instance the jurisdiction of the controlling 
body is not co-extensive with the operations to be controlled. Nor does it 
make any appreciable difference whether the monopolistic aggregation is a 
private one, 7.e., a private concern or association of such concerns, or one 
sponsored and brought about by one or several national governments, as in 
the rubber, coffee, wheat and sugar valorization schemes. In either case the 
essence of the matter is a possible exploitation of world consumers by 
group of producers. And in the one case as in the other, peace and justice 
require some sort of international control and the partial abdication of nz 
tional sovereignty in the matter. The author presents no panaceas; he advo- 
cates as a first step careful, adequate and courageous publicity by some cen- 
tral international body like the League. 

A short bibliography and appendices containing the texts or summaries 
of the texts of recent international agreements with respect to steel rails 
potash, electric lamps and wheat add to the value of the book. 

Louls S. REED 

University of Texas 

NEW BOOKS 
BALL, J. A., JR. Canadian anti-trust legislation. (Baltimore: Williams and Wi 
kins. 1934. Pp. vii, 105. $2.) 

This book contains an accurate chronicle of the Canadian legislation against 
combines. In its judgment of the value of this legislation it is correct in mint 
mizing the value of the earlier legislation, but it is misleading in its exaggeration 
of the value of the Combines Investigation act of 1923. 

The book begins with an account of the findings of the Select Committee 
of the House of Commons appointed in 1888 to investigate the combinations 
alleged to exist in many Canadian trades. This inquiry led to the enactment 10 
1889 of legislation intended to make it a criminal offense to enter into such 
combinations. Mr. Ball describes the legislative history of this Act (later incor 
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porated in the Criminal Code) with its subsequent amendments and its emascu- 
lation by judicial interpretation. Its effect on Canadian business was extremel 

small. Two other pieces of legislation in the period prior to 1910 are discussed, 
first, the anti-combines clause of the Tariff act of 1897 and, second, the clause 
in the Inland Revenue act of 1904 referring to exclusive dealing contracts. 
The clause in the Tariff act was only once invoked (in the case of newsprint, 
in 1901) and the clause in the Inland Revenue act was only intended to deal 
with the existing practice of the American Tobacco Company. 

Part 2 deals with the experience of the period 1910-1923. The Combines 
Investigation act of 1910 provided for investigation, publicity, and penalties 
for continuing practices which had been found detrimental to the public. There 
was only one investigation under this Act before it was suspended for the 
duration of the war. There follows a brief account of the attempts to control 
profiteering during the war, and of the legislation of 1919 which established 
a Board of Commerce to administer a new Combines and Fair Prices act. The 
Board of Commerce had a short and disturbed life. In 1921 the legislation of 
1919 was declared ultra vires of the Dominion Parliament as interfering with 
property and civil rights in the provinces. 

Part 3 describes the new Combines Investigation act of 1923 and its adminis- 
tration. This Act is an improvement on the earlier Act in that it provides a less 
cumbersome machinery of investigation. It differs from the legislation of 1910 
and 1918 by providing penalties for the actions of the combine in the past 
even though it ceased its unlawful activities after the investigation. The pro- 
cedure by an order to “‘cease and desist” under pain of various penalties was 
abandoned. Mr. Ball thinks this was an improvement; he ignores the very 
sound criticism of this change on grounds of common sense and common law 
practice made by Mr. Finkelman in a paper printed in Volume IV of the 
Proceedings of the Canadian Political Science Association. 

Mr. Ball is enthusiastic in his praise of the Act of 1923; his final chapter 
bears the title ‘“A successful experience.” With this estimate of its value the 
reviewer profoundly disagrees. It is more than doubtful whether the state can 
restore by legislation competitive conditions; and, as Professor Pigou has 
pointed out, if the state does enforce competition it will be or 
competition.’’ It would seem necessary to contemplate the possibility of regu- 
- monopoly and monopolistic competition. The task is one of alarming 

ifficulty. 


V. W. BLADEN 


Bruck, W. F. The road to planned economy: capitalism and socialism in Ger- 
many’s development. (London: Oxford Univ. Press. 1934. Pp. xii, 148. 
3s. 6d. 

Dimock, M. E. British public utilities and national development. (Chicago: 

Univ. of Chicago Press. 1933. Pp. 349. $3.25.) 

— ; Conthamaaamel enterprises in the Panama Canal Zone. (Chi- 
cago: Univ. of Chicago Press. 1934. Pp. xxi, 248. $2.25.) 

The first of these two volumes is a study of public utility in Great Britain 
with special reference to the problems conf Al in making it contribute most 
usefully to national welfare. The study distinguishes three basic types of public 
service enterprise, all of which have close analogies in this country. These are 
the statutory company under regulatory control (such as railroads and electric 
light and gas companies) ; the publicly operated activity within the govern- 
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ment (such as the post office) ; and the ‘‘public utility trust,” which is an ad bo, 
public board governmentally appointed, a legal, non-profit making 

whose stockholders are legally not partners but creditors. It “differs from ; 
governmental department in the absence of continuous ministerial control ove 
its operations.’ The Port of London Authority and the British Broadcasting 
Corporation are examples of this type. 

The public issues at stake with respect to public utilities are suggested by the 
author as being ‘‘the choice between competition and codperation, laissez-fain 
and planning, investors’ profits and increased returns to labor and consumer, 
commercial management versus socialized administration.” 

All three forms of governance and control are here described in detail; and 
special attention is paid to methods of policy-making, organization, manag. 
ment and relations with the employees, with the objective of national develo. 
ment constantly in view. The results are significant in a day when the forms of 
public control of publicly needed enterprises are under both a —_ strain 
and a theoretical reconsideration. Special stress is properly placed on employee 
relations within such bodies and no less upon the requirements of adminis 
trative skill within the civil service. “Effective public control has not been estab. 
lished for public service undertakings as a whole.” It is beyond the scope of this 
book to tell how that effective public control is in detail to be achieved. But 
it identifies the elements of the problem in a fresh and full way. 

Professor Dimock’s study of the Panama Canal Zone is, in theme and tres 
ment, broadly comparable to the British study. As an intensive study of i 
specific venture in the operation of a public corporation it is a highly useful 
and pertinent volume. The analysis, the conclusions and the recommendation 
are comprehensive, sane and progressive. 

The author temperately concludes that “given the desire, the freedom, the 
Organization, the personnel, the methods, and the business, government-oper- 
ated services can be made as efficient as any . . . the public corporation appeas 
best designed for the purpose of conducting business services which are owned 
by the government” (page 238). 

Orpway TEAD 


FANFANI, A. Cattolicesimo e Protestantesimo nella formazione storica del capi- 
talismo. (Milan: Soc. Ed. “Vita e Pensiero.” 1934. Pp. viii, 159. L. 8.) 

Foster, J. R. The public utility franchise in Missouri: the relation of the shor- 
term franchise as an instrument of public utility regulation to the issue of cen- 
tralization versus decentralization in state administration. Univ. of Missoun 
stud., vol. ix, no. 4. (Columbia: Univ. of Missouri. 1934. Pp. 83.) 

Gray, J. H. and Levin, J. The valuation and regulation of public utilities. (New 
York: Harper. 1933. Pp. xi, 143. $1.) 

This brief handbook presents a competent sketch of the legal and constitu: 
tional questions of valuation. The experience of the senior author with the 
Interstate Commerce Commission makes the discussion of railroad valuation 
particularly authoritative. The legal evolution of court review is traced, and 
the abuses of reproduction cost valuation made clear. Preoccupation with thes 
issues has, however, prevented adequate summarization of other aspects of 
regulation, in particular holding company problems. The position of the av 
thors, who advocate downright abolition of utility holding companies as patt- 
sitic, is: “when we discover that the state commissions have already abdicated 
to the operating utilities, so that they largely run themselves, it is futile to sug: 
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vest that such commissions can now cope with the vast ramifications of these 
huge holding companies.” 


B. A. THRESHER 


KeLpy, C. H. and PowELL, F. J. The federal Corporate Reorganization act of 

1934, with commentary and index. (New York: Authors. 1934. Pp. 120.) 
KuzNeETs, S. Gross capital formation, 1919-1933. Bull. 52. (New York: Na- 
tional Bur. of Econ. Research. 1934. Pp. 20.) 


A preliminary study of gross capital formation in the United States, under- 
taken at the request of a special committee of the Social Science Research Coun- 
cil. This study is an “initial inquiry in a program of research focused on prob- 
lems of banking policy and credit control in relation to economic stability. 

“Total gross capital formation, in its broadest definition, is estimated by the 
National Bureau to have been $34,491,000,000 in 1929. For the 14-year pe- 
riod, 1919-1932, it averaged $27,329,000,000 per year, while a tentative esti- 
mate for 1933 is $14,879,000,000. This total is made up of the cost to final 
consumers of all finished durable commodities, including construction, plus 
net change in business inventories and in international balances. 

“The allocation of the flow of durable commodities (exclusive of construc- 
tion) gives a total of $8,366,000,000 going to business investors in 1929, and 
$10,058,000,000 going to ultimate consumers. 

“Net capital formation, which Dr. Kuznets estimates for the years 1925- 
1933 for the business group, was negative in both 1931 and 1932, and positive 
but small in 1933. The net figure is found by reducing the estimates of gross 
capital formation by an amount representing current depreciation charges on 
existing plant and equipment.” 

Maccrecor, D. H. Enterprise, purpose and profit: essays on industry. (New 

York: Oxford Univ. Press. 1934. Pp. x, 200. $3.25.) 

The central theme of this collection of essays is the rationalization move- 
ment, particularly as it applies to British industry. There are seven essays under 
the following titles: ‘Motive and interest,” ‘Sanctions of rationalization,” 
“Enterprise and the trade cycle,” “Risk of enterprise,” “Some aspects of ra- 
tionalization,” “Rationalization and the coal trade,” ‘The cartel model,” 
“Profit and mutual trading.” All except the last, which deals with the con- 
troversial question as to whether or not the surpius of mutual trading societies 
is profit properly subject to income tax, relate directly to some phase of the 
rationalization problem. In addition, ten statistical tables, pertaining to the 
third and fourth essays, are included in an appendix. 

The general point of view entertained by Professor Macgregor with respect 
to the problem of rationalization is that of long-time, evolutionary develop- 
ment. He criticizes rather severely those publicists and purveyors of “hate- 
uterature”’ who insist that capitalism has broken down. Capitalism has merely 
been “forced off the peace standard” by the war and the subsequent political 
interference with economic affairs. But the fundamental economic problem 
remains the same as before the war; it is the problem of discovering the most 
cicient type of economic organization to fit a given technique. The search 
‘or this most efficient organization will proceed, as it has always done in the 
past, by the slow process of evolution in which there will be continuous com- 


promise between the forces of technique and ideology, or, as he expresses it, 
a ‘mutual pruning.” 
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Professor Macgregor uses the terms “‘rationalization” and “amalgamation” 
as convertible, the fundamental idea of both being “that the enterprise of an 
industry should be coérdinated or combined to such an extent that the in. 
dustry may be said to have one conscious policy.” While he insists, in the 
second essay, that the judgment of the private business man, because of his 
knowledge of technique, is the highest sanction of rationalization, he recog. 
nizes the importance of public opinion in matters of i determination and 
administration. With this thought in mind, he speeds of the present period 
as “an era of economic politics."’ He recognizes the potential danger of monop- 
oly that is inherent in combination, and lays great emphasis upon control of 
trade practices as a protective device. 

Students of cyclical theory will be particularly interested in the author's 
presentation of some new data on the formation and liquidation of joint stock 
enterprises in England from 1860-1910, which he calls the “trade cycle era.” 
Those whose interests lie in more philosophical questions will find much with 
which to disagree in his treatment of the profit motive, economic risks and the 
place of labor in industry. 

Horace M. Gray 


Mérat, L. Pour sauver le meilleur du capitalisme: autarchie relative; troc ex- 
térieur ; progres social. (Paris: Recueil Sirey. 1934. Pp. 236.) 

Federal antitrust decisions, 1927-1931. Vol. 11. (Washington: Supt. Docs. 1934. 
Pp. 913. $2.) 


Labor and Labor Organizations 


NEW BOOKS 


CuiarRK, M. R. Organized labor in Mexico. (Chapel Hill: Univ. of North Caro- 
lina Press. 1934. Pp. 315. $2.50.) 

An interesting and readable study of the labor movement in Mexico, since 
1910, made under a grant of a fellowship by the Social Science Research Coun- 
cil. The author gathered her information by personal investigation in Mexico; 
and the study is well documented. A bibliography of 15 pages is also added. 
Of particular interest is chapter 6 on the national code of labor, describing 
the various privileges granted to labor and the restrictions placed upon em- 
ployers and management. 

DarLey, J. G. and PATTERSON, D. G. Employed and unemployed workers: dif- 
ferential factors in employment status. Employment Stab. Res. Inst. pub., vol. 
iii, no. 6. (Minneapolis: Univ. of Minnesota Press. 1934. Pp. 26. 50c.) 

LANDIS, J. M. Cases on labor law. (Chicago: Foundation Press. 1934. Pp. 718. 
$7.50.) 

Mappox, W. P. Foreign relations in British labour politics: a study of the forma- 
tion of party attitudes on foreign affairs, and the application of political pres- 
sure designed to influence governmental policy, 1900-1924. (Cambridge: Har- 
vard Univ. Press. 1934. Pp. xv, 253.) 

The author of this book, being a student and teacher of government, is nat- 
urally somewhat more concerned than is the average economist with person- 
alities, the currents of popular opinion, and the machinery and methods by 
which they are registered in governmental action. Yet much of his account 
of the rise of the Labour Party, of the motives that have directed its attention 
to foreign affairs, and of the qualifications and devices of labor leaders (one 
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sometimes wonders why some of them are referred to occasionally as “Jim” 
and “Bob” while others are always dignified with their full names) all be- 
longs to that large common ground between the two sciences. 

In spite of the title, it appears that foreign relations have not achieved a 
distinct or prominent place in the interests of the rank and file of the Labour 
Party or even of the majority of the Labour members in the House of Com- 
mons. Leadership in this field, especially since the war, has come from a rela- 
tively small group of men like MacDonald, Snowden, Henderson and Webb, 
some of them “effective” political leaders and some of them of the more schol- 
arly, “invisible” type, who have had unusual opportunities to become familiar 
with such matters and who have found it necessary, for the sake of such a 
following as they have been able to win, to deal with foreign problems chiefly 
from the domestic angle of unemployment. Several of the chapters, therefore, 
are almost equally applicable to domestic affairs and methods; and the writer 
is rather frequently constrained to remind us that he has not forgotten his 
special theme. 

The most obvious limitation which occurs to the reader, aside, perhaps, from 
a somewhat forbidding style in the earlier pages of the book, is that the ac- 
count only comes down to the eve of the first Labour Government in 1924, 
and uses, for the most part, only sources available up to that time. It may be 
true, as the writer says, that the policy of the Party was largely formed in the 
period that preceded. But, especially in Great Britain, a party in power, even 
when it has no majority in the Commons, has such large control over foreign 
relations that its methods must be much more direct and its accomplishments 
much more significant than when it was on the outside looking in. And the 
leadership which the first MacDonald Government gave in international affairs 
during those short nine months of its existence is acknowledged by people of 
divers camps to have been admirable and such as to make us wonder how much 
better off world politics and the peace movement might have been if it had 
been continued. 

WARREN B. CATLIN 


MILNE-BAILEY, W. Trade unions and the state. (London: Allen and Unwin. 
1934. 12s. 6d.) 

NymaN, R. C. and E. D. Union-management coéperation in the “stretch- 
out.” (New Haven: Yale Univ. Press. 1934. Pp. xiii, 210. $3.) 

PHILLPOT, H. R. S. Where labour rules: a tour through towns and counties. (Lon- 
don: Methuen. 1934. Pp. x, 114. 2s. 6d.) 

PLUMMER, A., editor. The Whitney blanket industry: the records of the Whitney 
blanket weavers. (London: Routledge. 1934. Pp. ix, 284. 15s. 6d.) 

PRUETTE, L., editor. Women workers through the depression. (New York: 
Macmillan. 1934. Pp. xvii, 164. $2.) 

SEIDMAN, J. The labor movement today. (Katonah, N.Y.: Brookwood Labor 
Coll. 1934. Pp. 18, mimeographed.) 

"ae E. Labor’s fight for power. (Garden City, N.Y.: Doubleday. 1934. 
p. 304. $2.) 

STARNEs, G. T. and HAMM, J. E. Some phases of labor relations in Virginia. 
(New York: Appleton-Century. 1934. Pp. xxi, 151. $2.50.) 

Taytor, P. S. Mexican labor in the United States: migration statistics. Pubs. 


mr vol. xii, no. 3. (Berkeley: Univ. of California Press. 1934. Pp. 27. 
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Average annual earnings in Ohio, 1915-1933, inclusive. (Toledo: Information 
Bur. on Women’s Work. 1934. Pp. 4.) 

Earnings and standard of living of one thousand railway employees during the 
depression. (Washington: Supt. Docs. 1934. Pp. 56. 10c.) 

Effect of the depression on industrial relations programs. (New York: Nat. Ind 
Conf. Board. 1934. Pp. vii, 17. 50c.) 

A summary of views of industrial executives with regard to the relative 
importance of personnel work before and since the Recovery Act indicate 
that the importance of personnel work is considered unchan in 56 per cent 
of 226 companies, and is believed to be more important in 43 per cent. Only 
one of the companies finds it less important since the Recovery Act. Also, 
practically 60 per cent of the companies discover no change in employer. 
employee relations since the Recovery Act, while 15 per cent find them in. 
proved, and 25 per cent feel that they have become less satisfactory. 

The farmer—and the federal child labor amendment. (New York: Nat. Child 
Labor Committee, 419 Fourth Ave. 1934. Pp. 8.) 

Holidays with pay. Internat. Labour Conf., 19th sess., rep. v. (Geneva: Internat, 
Labour Office. 1935. Pp. 117.) 

Individual and collective bargaining in public utilities and on railroads, October, 
1934. (New York: Nat. Ind. Conf. Board. 1934. Pp. vii, 16.) 

The Labour Party: report of the thirty-fourth annual conference, South port, 1934. 
(London: The Labour Party. 1934. Pp. 314. 1s. 5d.) 

North Dakota: eighth biennial report of the minimum wage department to the 
governor for the biennium ending June 30, 1934. (Bismarck, N.D.: State 
House. 1934. Pp. 37.) 

The recruiting of labour in colonies and in other territories with analogous labow 
conditions. Internat. Labour Conf., 19th sess., rep. iv. (Geneva: Internat. 
Labour Office. 1935. Pp. iv, 282.) 

Unemployment among young persons. Internat. Labour Conf., 19th sess., rep. iii. 
(Geneva: Internat. Labour Office. 1935. Pp. 189.) 

United States Board of Mediation: annual report for the fiscal year ended June 30, 
1934. (Washington: Supt. Docs. 1934. Pp. 30. 5c.) 


Money, Prices, Credit, and Banking 


The Rise and Fall of the Gold Standard. By CHARLES MORGAN-WEBB. 
(New York: Macmillan, for the Committee for the Nation. 1934. 
Pp. 193. Paper covers, $1.00.) 

The purpose of this book is to show that the gold standard is dead in 
England and that the inconvertible paper money standard, regulated ac 
cording to an index number of prices—the commonly called commodity 
standard, has taken its place. 

After discussing what he considers the confusion of notions regarding 
the nature of a gold standard, the author sketches with sweeping strokes 
the history of the silver standard (pound sterling) in England, the story of 
the guinea, and the development of the “sterling standard,” usually thought 
of as the gold standard. Then follow discussions of the drains of gold, 
the managed standard, the so-called dollar standard, the conflict of cur 
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rencies during the years 1925-1931, hoarding, stabilization (that word, he 
says, wrecked the London Monetary Conference), the fall of the gold 
standard (which he says is the end of the conflict), and finally a new work- 
ing currency in the form of “‘sterling-dollar standard.” 

‘Although the author devotes considerable attention to what he con- 
siders prevailing confusions of thought regarding the nature of a monetary 
standard, and particularly of a gold standard, this reviewer concludes that 
he has never seen a book deserving attention which had in it more con- 
fusion regarding what is or is not a gold standard, or regarding when Eng- 
land was on a gold standard, or regarding the difference between a standard 
unit of value in the sense of weight and the purchasing power of the unit 
of weight. The book has in it no clear-cut definition of a gold standard 
which is applied consistently throughout. For example, the author says 
(p. 15) that England did not go on “the gold standard” in 1816 but on “a 

gold standard.”” It was, he says, in nature ‘‘the sterling standard” and was 
a scientific standard of value in contrast to the preceding standard of weight. 
Then, when he reaches the present inconvertible paper money standard of 
England, he calls that a sterling standard. His chapter devoted to England's 
gold bullion standard has a caption ‘““The gold standard,” and his chapter 
on the “Fall of the gold standard” dates the fall from September, 1931, 
although at the same time he says (p. 145) the gold standard never had 
a real existence. Then the reader is reminded that the author had said (p. 
92) that England went on the gold standard in April, 1925. 

As an illustration of the author’s confusion between the number of units 
into which an ounce of gold may be coined and the value of the standard 
init, t, he says (p. 47 and passim) that when England changed her standard 
in 1816 it was a change “to a fixed stable value of gold.” He also asserts 
(p. 49) that when England began buying and selling gold at a fixed price 
she fixed the value of gold throughout the world. And on page 50 he 
says, regarding the change of 1816, that “‘for the first time in the history of 
the world, there was a fixed and stable value of gold and of currency, which 
operated, not temporarily nor locally, but permanently and throughout the 
world.” 

To students of money and banking well acquainted with the conventional 
usages of the terms “‘standard monetary units,” “‘gold standard,” and “the 
value of money,” this book will prove to be an amazing collection of un- 
conventional, arbitrary, and confused concepts. It is saturated with incon- 
sistencies in usage and, as a consequence, is of little if any value to the dis- 
criminating student of money and monetary standards. It is a book of 
strong and sweeping statements. Partial truths are often stated in absolute 
and unqualified terms, and important persons (such as Chancellor of the 
Exchequer Chamberlain) and organizations (such as the Macmillan Com- 
mission) are accused of not understanding some of the simplest things about 
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currency although the evidence produced by the author in support of such 
contentions, in the opinion of this reviewer, reflects not so much upon them 
as upon the author. There is much talk of official pretenses, stupidity, cam- 
ouflage, and ‘‘a conference of delegates from fifty-four nations, most of 
them ignorant of the principles of international currency and finance. . , .” 
The author sees permanence in what many believe to be temporary without 
being able to demonstrate the accuracy of his assumptions and assertions. 
he praises President Roosevelt for wrecking the London Conference; he 
fails to examine carefully the requisites of a sound or workable mon 
standard; and he is an unqualified advocate of the inconvertible paper money 
standard based upon a price index which is to be used to raise the price 
level until a desired position of equilibrium is reached, after which stabiliza- 
tion is to take place. 

Much, if not all, of the interest of Americans in this book doubtless lies 
in the fact that the Committee for the Nation is distributing it in this 
country for the purpose of persuading our people that England has given 
up all intention of returning to a gold standard, that she has embarked upon 
a permanent program of a managed currency or commodity standard, 
that the book gives an accurate portrayal of the English position, and that 
the United States should follow England's leadership. A foreword to this 
effect is written by James H. Rand, Jr., and there is an American afterword 
written in the same tone which bears no signature but which apparently 
comes from the same Committee. These ‘‘contributions” of that Committee 
not only do some violence to the author of the book but they do great 
violence to the general facts as to the English situation. The Committee says 
(p. 185) that Britain keeps the pound steady in its buying power; while 
the author says (pp. 167, 170, and elsewhere) that it is the purpose of the 
standard to raise prices. The Committee also says (p. 187) that the 
founders of our government imposed upon Congress [through the Consti- 
tution] the duty to coin money and “‘regulate the value thereof,” and pro- 
ceeds to interpret “‘value’’ to mean the reciprocal of the index number of 
the price level, whereas the facts are that this provision of the Constitution 
refers to the power of Congress to fix the weight and fineness of the standard 
unit and the denominations of the currency. The founders were not think- 
ing of the “value of money” in the popular sense and this reviewer would 
remind those who think otherwise to consult constitutional law, court cases, 
and the contemporary documents relating to that section of the Constitution. 
It is quite noticeable today that many of the uninformed managed currency 
advocates are turning to this provision of the Constitution and attempting 
to obtain authoritative support for their program by giving that clause of 
the Constitution an interpretation which is altogether unwarranted. 

As to the larger claims of the Committee for the Nation relative to the 
English situation, this reviewer checked with English authorities and found 
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the claims of the Committee denied on every major point. Sir Josiah Stamp, 
for example, wrote this reviewer that the British government has never 
made any official statement that England will never return to a gold stand- 
ard, that the government has never made an official statement that England 
is planning to adopt a commodity standard, that no official steps have been 
taken by the government towards the adoption of a commodity standard, 
and that Sir Charles Morgan-Webb’s study is not considered an authoritative 
presentation of official opinion of the government. 

Chancellor of the Exchequer Chamberlain also said, in substance, as re- 
ported by the Times (London, October 4, 1933) that there is no standard 
which can compare with gold in commanding the confidence of the countries 
using it. “Therefore it seems likely that ultimately we shall return to a 
gold standard. .. .” 

WALTER E. SPAHR 

New York University 


The New Monetary System of the United States (New York: National 
Industrial Conf. Board. 1934. Pp. ix, 147. $2.00.) 


The Secretary of the Treasury contributed little to the understanding of 
the new monetary system of the United States when he described it as ‘‘the 
1934 model gold-bullion standard, streamlined, airflow, with knee action,” 
but, as Dr. Young points out in the present volume, that system “is neither 
fish, flesh, nor fowl in the traditional and orthodox meaning of a gold 
standard” (p. 20). Despite its golden trappings, it is nothing but a man- 
aged inconvertible paper currency, vaguely linked to both of the precious 
metals, and intended as a mechanism for the attainment of national econ- 
omic prosperity. 

In some respects, this standard is the logical conclusion of monetary 
evolution during the past century. When commercial banks confined their 
operations to the discounting of bills of exchange, drawn to finance the 
distribution of marketable goods, the rate of physical production imposed a 
more or less automatic brake upon the expansion in the supply of money. 
Goods could be monetized at the commercial banks, in a fashion similar 
to that in which the precious metals were monetized at the mints, but in- 
creased production of metals or other goods was a necessary foundation for 
any increase in the quantity of money. But, when the commercial banks 
began to monetize all forms of wealth and, more recently, to monetize public 
debt on a large scale, the older relationship between commodities and money 
no longer remained. Lacking a natural restraint on the process of credit ex- 
pansion, it became necessary for the advanced nations of the world to develop 
central banks that would be capable of exercising a conscious control over 
the monetary system. 

But such central banks faced a difficult task during the years following 
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the Treaty of Versailles. The commercial banking system operated along 
lines that provided for the widespread monetization of wealth and debt, but 
the deposits so created were legally redeemable in gold. The central bank 
had to restrain the commercial banks, therefore, in such a way as to ensure 
the convertibility of the newly-created deposits—and, as long as they did 
this, the gold standard erated with reasonable smoothness. When, how- 
ever, the central banks of the several countries began to practise philosophies 
of monetary management that paid less attention to gold, it was obvious 
that, sooner or later, the maintenance of a precarious legal relationship 
between gold reserves and the supply of money in use would break down. It 
has done so, and the current American developments represent the final 
acceptance of the idea { monetary management. 

Recognition of this fact emphasizes the need for wise and efficient mone- 
tary managers but, as tl thor of the present study points out, the current 
system provides for dual control, with little attempt at codrdination. While 
the federal reserve system is legally responsible for the control of the money 
market and the supervis of the member banks, the Reserve Board is 
definitely subordinated to the Treasury in several important regards. “The 
future of the American monetary supply is beyond question largely a matter 
of discretionary management by the executive branch of the federal govern- 
ment’ (p. 27). 

Such a situation cannot be regarded with equanimity, although Dr. Young 
appears to feel that the inflationary powers in the hands of the President will 
be used wisely and in moderation (p. 71). Political bodies, especially when 
they are already hampered by a deficit, can be expected to accede willingly 
to an inflationary program that enables them to increase the rate of public 
expenditures without raising taxes—but can they be relied upon to call a 
halt to that inflation at the appropriate time, in view of the fact that such 
a step would reduce business profits in some important lines and curtail the 
volume of government expenditure? Moreover, monetary management ts a 
highly technical task, involving wisdom and ability. It has “as many phases 
as the economic, political, and social organization itself. No narrow and 
purely technical analysis of monetary mechanics is sufficient to justify a plan 
of currency management, or to indicate its possibilities” (pp. 59-60). Mone- 
tary policies must be based on a broad knowledge of all that is transpiring 
within the economic system of the country, and an equal familiarity with 
developments in other parts of the world, and it may well be doubted 
whether elected representatives of the people, or political appointees sub- 
jected to quadrennial ejection, are likely to possess that knowledge or to have 
the leisure in which to d t and to formulate policies. 

This little book is not optimistic. It is an excellent and lucid statement of 
conditions as they are, and Dr. Young is to be congratulated on having pte 


sented his material so ably, and upon the excellent appendix in which the 
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new and old monetary systems are compared. One might wish, however, that 
it had been possible to extend the study one stage further by analyzing the 
ways in which what now exists could be improved upon. The dangers of the 
present set-up are well suggested, however, so that the thoughtful reader 
can draw his own conclusions. Perhaps, like the present reviewer, he will 
feel less optimistic than the author of the study. 
F. CyriL JAMES 
University of Pennsylvania 


Treasuries and Central Banks, Especially in England and the United States. 
By David WILLIAM DopWELL. (London: P. S. King. 1934. Pp. xiv, 
218. 10s. 6d.) 


At a time when the relationship of central banks to governmental policy 
is an active subject of discussion, not only in the United States but in many 
other countries, Dr. Dodwell’s little book is of considerable interest. More- 
over, although the limitations of his experience have led him to confine the 
study to conditions in England and the United States, there can be no doubt 
that these two cases are of outstanding importance owing to the financial 
importance of both countries as well as to the marked differences between 
their central banking institutions. 

Perhaps it is well to realize, as Sir Basil Blackett suggests, that ““Washing- 
ton is over 200 miles from New York while Whitehall is under twenty 
minutes from Threadneedle Street’; but even greater importance attaches to 
the fact that the Bank of England has been in existence for two and a half 
centuries as contrasted with a bare twenty years in the case of the federal 
reserve system. If one looks at the situation in England, and finds it good, 
much of the credit must go to the process of unconscious evolution that is 
tested day after day by pragmatic standards. 

The Bank of England came into existence in 1696 as a private corporation, 
largely because its utility would have been diminished if it had been afhli- 
ated with a government of low credit standing, but its complete legal inde- 
pendence has persisted. Nevertheless, by the end of the eighteenth century 
the Bank had come to hold the bulk of the government’s deposits and was 
entrusted with the management of the public debt. It was the sole fiscal 
agent of the government, and there can be little doubt that this fact strength- 
ened its hands when it began consciously to undertake the function of con- 
trolling the money market in the middle of the nineteenth century. Nat- 
urally, an institution charged with powers of such far-reaching importance 
must always be in the closest touch with the national government. The rela- 
tions between the two are “completely close, completely cordial” (p. 97), 
but there is no indication that the government has ever attempted to bring 
political pressure on the Bank and, even in times of emergency, the opinions 
of the Bank have been strongly expressed and courteously listened to. Nor, 
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on the other hand, does the Bank attempt to profit from its position, as is 
instanced by its voluntary surrender to the government of the excess profits 
that it made during the war 

When we turn to the United States, a totally different situation confronts 
us. Although, in the period of the First and Second Banks of the United 
States, the relationships between the government and the central bank 
closely resembled those that existed in England at the same period, the 


operations of those institutions (to the manifest regret of Dr. Dodwell) 
have left no impression upon the subsequent history of American banking. 
Since 1833 the United States has developed along the lines of commercial 
bank depositories and an independent Treasury. The early story of commer- 
cial bank depositories is familiar to all students of banking, but it is not 


always realized that even today, despite the manifest services of the reserve 
banks as fiscal agents, the larger part of the government balances is still kept 
on deposit with commercial banks. Although the author analyzes impartially 
the contention that such an arrangement minimizes the money-market dis- 
turbance produced by governmental fiscal operations, he is forced to the 
conclusion that greater advantage would flow from a concentration of bal- 
ances in the central institution. 

Most important, perhaps, of all aspects of this problem is the attitude of 
the Treasury itself. The simple principle of an independent Treasury created, 


as early as 1856, a situation in which the Secretary of the Treasury felt called 
upon to exercise central banking functions of credit control (p. 128), and 
this ideal reached its apogee under Secretary Shaw in 1906 (p. 134). Unfor- 
tunately the same attitude has continued since 1913, and the domination of 
the federal reserve system by the Treasury tends to increase rather than 
diminish. Although the author is too polite to express any pungent opinion 
on this matter, he quotes, with obvious approval, the comments of such out- 
standing American authorities as Dr. Willis and the late Paul Warburg. 
To what conclusion does this analysis lead? Admittedly the structural 


details of the central bank, as of every financial institution, will vary in ac- 
cordance with the peculiar habits and traditions of the country in which it 


operates. But Dr. Dodwell’s study points to the conclusion that the work of 
the central bank is facilitated when it is the sole fiscal agent of the govern- 
ment and that, despite the necessity for close codperation between Treasuries 


and central banks, the latter should be independent enough to be free from 
political pressure. Governments are responsible for the aims of monetary 


policy, but central banks should be independent enough to have full respon- 
sibility for their execution 
The volume contains comprehensive footnotes and bibliography. 


F. CyRit JAMES 
University of Penns 
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NEW BOOKS 


ANDERSON, T. J. Federal and state control of banking. (New York: Bankers 

Pub. Co. 1934. Pp. xiv, 514. $2.50.) 

This book comprises a study of conflicts of authority which have arisen from 

our dual banking system, together with an extensive consideration of the prob- 

7 lem of the constitutionality of legislation requiring all commercial banks to 
be chartered by the national government. 

After introducing the problem in its setting (chap. 1), the author reviews 
the historical wri 4 a of banking in the United States during the period 
of the two Banks of the United States (chap. 2) and the state and national 
bank periods (chap. 3), in order to show the conflicts of authority during the 
years in question. Chapters 4-8 inclusive are devoted to problems arising under 

| the federal reserve system—namely, the par remittance controversy, the fiduci- 
ary controversy, the bank taxation controversy, the control of banking con- 
centration, and the question of bank failures and reconstruction. 

The final chapters of the book (9-12) are concerned with the constitutional 
powers under which the federal government might create by legislative com- 
pulsion a unified commercial banking system. These powers include the power 
to create a banking system, the commerce power, and the currency and other 
federal powers. 

The author has done a careful and scholarly piece of work. If any criticism 
be made, it is that the study is alnsost too detailed and covers more ground 
than is necessary to a convincing exposition. The controversy over bank taxa- 
tion, for example, shows the conflict to consist not so much of trying to attain 

equality of taxation between state and national banks as between banking 
institutions (both state and national) and other forms of financial corporate 
enterprise. The two chapters on the commerce power, also, introduce more 
material than seems pertinent or essential. 

Mr. Anderson concludes, along with the majority of others who have studied 
the subject, that federal control of all commercial banking is constitutional, 
so far as the question can be answered from a perusal and analysis of con- 
stitutional powers and past court decisions. More important than this, he shows 
: beyond doubt how really necessary a unified commercial banking system is to 
the welfare of the nation. 

FREDERICK A. BRADFORD 


BELL, J. W. A guide to the study of money and banking. 2nd ed., rev. 1934. 
(Evanston, Ill.: Author. 1934. Pp. xx, 248.) 

Catiroris, S. J. La crise de la monnaie anglaise (1931). 2nd ed. (Paris: Recueil 
Sirey. 1934. Pp. 210.) 

Dave, E. B. and GAGLiaRDO, D. Instalment lending and saving tables. Rev. ed. 
(Lawrence, Kan.: Inst. Pub. Co. 1934. Pp. viii, 87.) 

DeuB_E, W. F. Kleinkreditbanken in den Vereinigten Staaten: ein Beitrag zur 

1 Frage der Erweiterung der Kleinkreditversorgung. (Berlin: Heymann. 1934. 

. Pp. 93. RM. 4.80.) 

‘ DonNER, O. Geld und Konjunktur. Beitrage zur gegenwartigen Wirtschafts- 
politik. (Berlin: Heymann. 1934. Pp. 80. RM. 3.40.) 

EtnziG, P. Exchange control. (New York: Macmillan. 1934. Pp. ix, 195. $3.) 

This is the first book from either the English or American press dealing with 

the intricate and urgent problem of exchange control. As an introduction to 
a neglected field the book has merit. It contains a comprehensive classification 
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and brief analysis of tegories of exchange control including under 
direct measures it hange restrictions, gold policy, and exchange 
clearing. The pt t of the book is that the conclusions presented 
are not derived { | examination of the facts at hand. In his eager. 
ness to reject the | z-faire position in international trade and finance, 
Dr. Einzig make rtions without submitting evidence to support 
them. In some < ts seem to indicate exactly opposite conclusions, 
This is especially t rs on interstate clearing agreements. 

The author beli iture international trade and international 
financial transact rried on by means of exchange clearance. To 
quarrel with his | levant, but the case which he presents to show 
the beneficial res te clearing and compensation agreements is 
extremely dubio rue that exchange clearing was conceived as an 
ameliorative dev it developments in clearing procedure in- 
validate the clait learing may be regarded as a ‘restriction to 
end restrictions’ ). Dr. Einzig seems to deny what he terms “the 
dubious advantas ising ym three-cornered trade” (p. 146). The facts 
clearly do not b iim that “‘the result of exchange clearing is an 
increase in the v rade, because imports and exports between 
the two countrie balanced in an upward direction” (p. 142). This 
is much more li } ption than the rule. The author cites the 
Swiss-Hungarian ncluded in November, 1931, in support of his 
contention (p. 1 tter of fact, this agreement unquestionably te- 
sulted not in a I in a leveling down of trade. Trade between the 
two countries dec] 50 per cent in 1932 from the 1931 trade values, 
a greater declin red in total trade for either country during 
the same period 

J. R. Huser 
pI FENIZIO, F. Owe (Milan: Aracne. 1934. Pp. 175.) 
FISHER, I. and Cot H. R. L. Stable money: a history of the movement. 
(New York: Ade Pp. xxiii, 442. $3.50.) 

An orderly hist ve of proposals and efforts to stabilize the pur- 
chasing power of n [he first two chapters cover the period before the 
World War; d mic stage from 1914; chapter 4, popularizing 
stage from 1905 1 6, legislative stage; chapters 7 and 8, the 
federal reserve s} ial recognition abroad ; chapter 10, mon¢ 
tary practice abr ter 11, the Roosevelt administration. Appendices 
contain interesting ical data in regard to the author’s own interest 
in the subject, as bibliography . 

GIRETTI, L. Riparaz (Turin: Sismondi. 1934. Pp. 172.) 

Though many pass before sufficient perspective can be possible 
to permit adequ n of the World War Reparations and the Great 
Depression whic! orld in 1929, some economists are venturing 
far into the mud | swirling eddies of post-war economic currents 
which arose fron Versailles. Signore Giretti ventures that perhaps 
everybody loses in t of war reparations. His basic theory arises from 
the sharp distinctios h he makes between (1) capacity to pay, (2) means 
of making the payrr (3) economic and political repercussions (domes- 
tic and international) of making the payments. He contends that the payment 
of reparations must tily cause maladjustment between the factors of 
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production and disturb that nice balance of international division of labor 
which develops in periods of peace and undisturbed trade. 

When, however, Signore Giretti traces the reparations to pure goid move- 
ments and reaches the extraordinary conclusion that such gold movements are 
the measure of the benefits of the war reparations, American students will be 
likely to question his logic. That the breakdown of European monetary sys- 
tems and their reconstructions were the result of the war and that the pro- 
longed period of European rehabilitation was accompanied by a steadily in- 
creasing mal-distribution of the world’s monetary gold supply cannot be ques- 
tioned. Yet, the cumulation of gold, in the United States at least, was quite 
as much a result of tottering credit and money systems of Europe as of trade 
relations arising from war maladjustments or reparations. 

F. F. BURTCHETT 


GrosECLOSE, E. Money: the human conflict. (Norman: Univ. of Oklahoma 
Press. 1934. Pp. ix, 304. $3.25.) 

This book has considerable merit in that it presents in a summary form the 
whole history of money and to some extent the history of banking develop- 
ment. The monetary experiences of Greece, Rome, the Byzantine Empire and 
the Middle Ages are presented in better form, so far as the general broad pic- 
ture is concerned, than in any other one source known to the reviewer. More- 
over, the book has a fairly complete and useful summary of the John Law 
episode in monetary and banking history. 

On the other hand, the treatment of the subject of bimetallism is not only 
inadequate, but emotional. The author discloses no attempt to analyze the 
facts in the history of bimetallism from the point of view of the compensatory 
principle. His presentation of the historical material for the nineteenth century 
and up to the present day is fragmentary and unfortunately not explicitly inter- 
woven into the alleged theme of the book. There is no clear interpretation of 
the modern era of money and banking in terms of “human conflict.” Instead, 
the author shifts his theme so far as the later history is concerned to the sub- 
ject of the vastly burdensome growth of debt, which is a secondary theme so 
far as his declaration of purpose is concerned. The book concludes with the 
recommendation that debt should no longer be permitted to serve as bank 
credit. It then presents a rather interesting 100 per cent reserve plan for 
commercial banking, which has the unquestioned advantage of greater prac- 
ticability than most of the 100 per cent plans which the reviewer has seen 
proposed. 

The author is deeply impressed with the work of Lawrence Dennis, Bassett 
Jones, Stuart Chase and R. R. Doane, but makes no attempt to scrutinize the 
quantitative picture in the light of a banking theory. But it would hardly be 
fair to blame the author of this book for failure to make application of sound 
banking theory in view of the present lack of any clear and comprehensive 
treatment of banking theory, which at the same time offers some hint as to 
how to dissolve some of the dilemmas which are so eloquently posed in this 
and other books of similar genre. It is, however, noteworthy that the author 
of this book makes no reference in his analysis to the works of Phillips, Rodkey, 
Bradford, etc. In the main his fleeting references to banking theory are to 
Miller, Dunbar and Macleod. His views on banking theory are largely those 
prevalent among most modern monetary theorists, but conflict at almost every 
point of reference with modern banking theories, 

JaMEs G. SMITH 
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Kitson, A. The bankers’ 
Elliot Stock. 1933. Pp 
This little book, asid 
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an incidental significance 
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and New Books [ March 
conspiracy which started the world crisis. (London: 
102. 2s. 6d.) 

from a eulogistic introduction by a friend, is devoted 
of the Cunliffe Currency Committee’s Report and ; 
id standard. It is itself unimportant, but it possesses 
s one more contribution to the monetary literature 


school, among the prophets of which are Kitson, Soddy 


of these gentlemen, fallacious as it is, has attracted 
and hence cannot be disregarded. 

tagonists of the new economics, although differing in 
what the orthodox theorist would term inflationary 
ts of the new economics, being mostly engineers or 
pressed with the tremendous strides already made in 
the equally tremendous inherent possibilities not yet 
it the economic problem is one of distribution rather 
if there were a sufficient increase in the quantity of 
murces of modern civilization could supply a much 
ll elements in the population and thus greatly in- 
n plausibility, but it will not hold water. The problem 
remotely connected with the amount of money. It is 
proper distribution of money income among the fac- 


t is, it is the problem of maintaining balanced relations 


\ mere increase in the quantity of money, issued and 
is almost certain to introduce forces of disequilibrium 
ntually, will make readjustment necessary. 
o country has ever been able to recover prosperity 
rchasing power in the hands of the public” (p. 34). 
t the increase in purchasing power comes from in- 
ty and increased velocity of money and bank deposits 
increases in the amount of money. For many years 
he total amount of money (hand-to-hand money plus 
heck) in the United States showed a regular upward 
il fluctuation, the chief fluctuation being in velocity 


riticize exhaustively the tenets of the “new econo- 

nfair to state, however, that they have scarcely 

money problem as it relates to the business cycle. 

the thorny subject of velocity of circulation and have 

ed economic relations than is now evident, they are 

ood by their peregrinations into uncharted waters. 
FREDERICK A. BRADFORD 


ler langen Wellen und die Entwicklung der In- 

n 1820-1933. (Basel: Philographischer Verlag. 
prosperity: an introduction to the proposals of social 
Economics Group of N.Y., 55 5th Ave. Pp. 62. 10c.) 
sr. Ecrits notables sur la monnaie. (XVI° siécle) de 
I and II. (Paris: Alcan. 1934. Pp. civ, 177; 241. 
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Lewis, E. A., compiler. Federal Reserve act of 1913, with amendments, and laws 
relating to banking, December 23, 1913—]une 27, 1934. (Washington: Supt. 
Docs. 1934. Pp. iv, 357. 25c.) 

Lewis, E. A., compiler. Home Owner's Loan acts and Housing act, July 22, 
1932—June 27, 1934. (Washington: Supt. Docs. 1934. Pp. ii, 55. 10c.) 

LUTHRINGER, G. F. The gold-exchange standard in the Philippines. (Princeton: 
Princeton Univ. Press. 1934. - xvii, 291. $3.) 

MareET, P., compiler. The Douglas manual: being a recension of passages from 
the works of Major C. H. Douglas outlining social credit. (New York: Coward 
McCann. 1934. Pp. 116.) 

De Marco, A. DE V. La funzione della banca. (Turin: Einaudi. 1934. Pp. 111. 
L. 12.) 

This short treatise of the basic functions of modern banks takes the view- 
points (1) that the rudimentary theory of banking found in historical treat- 
ments is insufficient for modern complex banking operations, (2) that the 
principle of considering banks as institutions of “the means of payment” seems 
hardly tenable when so many social effects result from the giving or withhold- 
ing of the services of credits, and (3) that there exists a marked tendency for 
modern banks of issue and even banks of “commercial circulation” to become 

’ devices of the state, especially when the stabilization and control of prices seem 

s to be an accepted state function. The author also emphasizes the fact that a 

check-currency expansion tends to become cumulative, hence is difficult of 

5 control, while a pure note-currency expansion is not cumulative. The discus- 

sion employs the relative size of primary, secondary and tertiary reserves both 

. as a basis of differentiating various types of banking and as a measure of the 

success of each. 

y F. F. BURTCHETT 


Patyt, M. Principles of mortgage banking regulation in Europe. (Chicago: Univ. 

. of Chicago Press. 1934. Pp. x, 38. 50c.) 

; In view of the vast amount of mortgage indebtedness in the United States, 

. and the efforts now being made to lessen this burden, this monograph is most 

j timely. The continent of Europe since 1880 has created and marketed continu- 

ously a substantial volume of mortgage bonds with a yield similar to that of 
long-term governmental paper. 

’ oe S. G. Banking in India. (Bombay: Longmans Green. 1934. Pp. 

‘ iii, 344, vii.) 

: During 1929-31 an official inquiry in regard to banking was made in India, 
resulting in 20,000 printed pages; this material the author has digested and 
gives as a result an account of banking in India in a volume of reasonable 

: compass. There are three chapters on rural banking and credit, one on postal 
and governmental credit institutions, one on Indian joint-stock banks and one 
on the reserve bank. Suggestions for reform are freely given. The author is 

: professor of history and political economy at Elphinstone College, Bombay. 

‘ PANTIN, V. What is national credit? (Sydney, N.S.W.: Author, Colonial Mutual 
Life Bldgs. 1934. Pp. 95. 2s.) 


| PESENTI. A. M. La politica finanziaria e monetaria dell’Inghilterra. (Padua: 
Milani. 1934. Pp. xviii, 340.) 
‘ PRESTON, H. H. Home financing institutions established by the federal govern- 


ment since 1932: analysis of the foundations and relationships of the several 
institutions, (Seattle: Washington Mutual Savings Bank. 1934. Pp. 31.) 
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W echselkurses: zur Theorie des intervalutarischen 
ind Humblot. 1934. Pp. ix, 122. RM. 6.50.) 
vowed purpose to refute Cassel’s theory of inter. 
the theory of purchasing power parity, and-he 

nd determination of one conscious of fulfilling 
theory, he says, is widely accepted; the League of 
th the Brussels Financial Conference of 1920) and 
ference of 1933 gave it officially an attentive ear: it 
nd financiers in their currency policies; and yet 

t which he undertakes to demonstrate in this book, 

y (basing himself chiefly on Cassel’s Theoretische 

ithor enters into a prolonged historical and biblio- 

m, showing that during the nineteenth century 


A. Marshall and others close to the classical school of 


lar to that of Cassel, that international exchange 
by the price levels in the respective countries, 
as a function rather of international trade bal- 
World War, however, has the problem forced 

x urgency upon the attention of the world, and 
in the seemingly simple and logical solution 

Mr. Richter next reviews the attitudes toward this 
n the various countries. In Germany and England, 
y advocates, but also many strong opponents; in 
lvocacy of this theory than in either Germany or 

ch stronger attitude against the theory than in any 
of which one is apt to wonder whether this refuta- 
erative a task as the author made it appear in the 


tion proper: (a) deductively, by showing that the 
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Irving Fisher, the parity of purchasing power 
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comprehensive bibliographical material. 
JOHN V. SPIELMANS 


RopkEy, R. G. Legal r sin American banking. Michigan bus. stud., vol. vi, 
no. 5. (Ann Arbor: Univ. of Michigan Bur. of Bus. Res. 1934. Pp. 121. $1.) 
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SCANLAN, F. J. The pound’s progress: British financial policy and Anglo-Ameri- 


can relations. (London: P. S. King. 1934. Pp. ix, 35. 1s.) 

Great Britain's departure from god in 1931, the operations of the British 
exchange equalization account, and the American monetary measures of 1933 
and 1934 have produced a full quota of Anglo-American back-talk. With the 
publication of Mr. Scanlan’s pamphlet a few drops of oil have been spread 
upon the troubled sea. As in the case of several other recently published 
speeches and articles on British financial — the intended audience is 
across the Atlantic; but Mr. Scanlan’s remarks are differentiated by his desire, 
expressed in the foreword, to arouse sympathetic consideration rather than to 
antagonize those whom he is addressing. 

Although the author takes as his starting-point the fact that the British ex- 
change equalization account has been blamed officially in the United States for 
the depreciation of the dollar, in his refutation he avoids such counter-attacks 
as that in a recent number of the Economist, in which American monetary 
action is described as “‘one of the clearest cases of deliberate economic aggres- 
sion in the history of currencies” (December 1, 1934, page 1022). Mr. Scan- 
lan prefers the more conciliatory assertion that both internally and externally 
the policies of America and Britain are shaping the same course, and differences 
in their methods have arisen from differences in conditions and temperaments 
rather than in ultimate objectives. 

The pamphlet includes a summary of the pound’s difficulties in the crisis 
period, a justification of the work of the exchange equalization account, and 
an argument that British policy has been directed consistently towards the 
raising of prices. The analysis may not be profound throughout, but it is only 
fair to the author that comment should follow the tone of the pamphlet itself ; 
minor criticism should be subordinated to the argument that, because America 
and Britain have so many common necessities they should as soon as possible 
move in the direction of economic codperation. 

ALZADA COMSTOCK 


SIMIAND, F. Inflation et stabilisation alternées: le développement économique des 
Etats-Unis (des origines coloniales au temps présent). (Paris: Domat-Mont- 
chrestien. 1934, Pp. 257. 40 fr.) 

STEVENSON, R. A., editor. A type study of American banking: non-metropolitan 
banks in Minnesota. Univ. of Minnesota Employment Stab. Res. Inst., vol. iv, 
no. 1. (Minneapolis: Univ. of Minnesota Press. 1934. Pp. 162. $1.) 

UpHAM, C. B. and LAMKE, E. Closed and distressed banks: a study in public 
affairs. (Washington: Brookings Inst. 1934. Pp. xiv, 285. $2.50.) 

The present study is primarily concerned with the problems of administra- 
tive control involved in the reorganizations and liquidations which follow bank 
suspensions. It does not concern itself with the causes of bank failures. Some 
attention is given to the broad economic and social consequences of bank 
failures, and to methods of dealing with the suspended institutions, especially 
the newly developed institutions and procedures by which the aid of the federal 
government has been extended. Part 1 deals with bank failures; Part 2, liquida- 
tion; Part 3, reorganization and reopening of closed banks; and Part 4, federal 
financial aid to distressed banks. The volume is thoroughly annotated and the 
appendices contain helpful statistical analyses. 

Wetcu, H. J. Money—foreign trade and exchange: from a national point of 
view. (London: Allen and Unwin. 1934. Pp. 158. 4s. 6d.) 
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WRIGHT, P. G. Inflation and after: case studies of the effects of inflation in 
France, Germany and Austria on savings banks and their depositors, educational 
trust funds and educational institutions, life insurance companies and thei 
policyholders, wage ilaries, and pensions, charitable foundations, and hos. 
pitals. Condensed from a report prepared for the Duke Endowment. (Chur. 
lotte, N.C.: Duke Endowment. 1934. Pp. 65.) 

ZWEIG, F. The economics of consumers’ credit. (London: P. S. King. 1934, Pp. 
vi, 112. 5s.) 

This brief essay, though of academic tone and Polish authorship, expresses 
a point of view that is of practical interest in the light of current American 
credit problems. I scale financing of consumption, Dr. Zweig maintains, 
is a system of deficit my, which moreover continually increases the deficit, 
The necessarily high interest on consumers’ loans reduces consumption instead 
of increasing it; desire to maintain the level of purchasing power is then satis. 
fied only by inflation through renewed injections of credit. 

The introductory f | materials on financing methods are digested mainly 
from Professor Seligman’s extensive study, somewhat supplemented from Ger- 
man sources. The body of the essay is a theoretical attack upon those economists 
who assert that the financing of consumption leads to increased production. 
The seeds of the « ty lie in the very nature of consumers’ credit. It arises 
in relation to durable goods only, and it is invariably associated with instalment 
payments. The durability of the goods makes the process of purchase a sort 
of investment, a “co ivings,”” rather than an expenditure. The instalment 
method of payment a ites the vendor's risks and costs, compensation for 
which must be borne by the purchaser at the expense of his future buying. 
Moreover, the finat of consumption, by increasing goods savings, di- 
minishes money savings, which might otherwise flow into productive channels. 
Even if the financing of consumption did temporarily stimulate production and 
consumption, the capital market would have to supply constantly increasing re- 
sources. Particular danger lurks in those countries where the banking system is 
rigid, where credit re exhausted or are not adequately developed, 
where capital must b orted for the development of equipment investments: 
under such conditio: mers’ credit will reduce the other forms of credit 
and imperil the wl lit system. 

Dr. Zweig desery endation for adding to the body of theoretical 
analysis of a subject which has developed empirically. Although he has erected 
a well-reasoned scaffolding, particularly by emphasizing the effects of curtailed 
savings, he has not n the brick-and-mortar work in a study of con- 
sumer credit. A great deal of documentation is already available for the con 
cepts that Dr. Zweig | nts abstractly. More objective factual studies can be 
made in the future than |! yet been made. The theories which can then be 
developed inductively will have to be tested in various countries and in various 
phases of the business cycle. Meanwhile, Dr. Zweig’s essay may help to stimv- 
late such disinterested investigation 


GEOFFREY MAY 


Economie libérale et é rigée: l’etalon or. (Paris: Domat-Montchrestien. 
1933. Pp. 189.) 
This volume represents the proceedings of the Congrés des Economistes de 
Langue Francaise fot }3. The two principal topics for discussion were 
liberal economy versus regimented economy and the gold standard. The former 
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was discussed by Professor de Leener of the University of Brussels who advo- 
cated a liberal economy as against governmental regimentation. The paper on 
the gold standard was presented by Professor Nogaro of the University of 
Paris who, after comparing the gold standard and managed currency, con- 
cluded strongly in favor of the gold standard. 

M.N. 


The hide and leather position: chart disclosing the dominant factors for thirteen 
years of production—stocks, consumption and developments affecting prices, 
1922-1934. (New York: Economic Assoc. 1934. $1.) 

Trust business. Vol. I. Trusts. (New York: American Inst. of Banking. 1934. 
Pp. 520. 

M 7 pa and prices, 1925-1933. (Geneva: League of Nations. New 
York: World Peace Foundation. 1934. Pp. 143. $1.) 

The Economic Intelligence Service of the League of Nations is prompt in 
assembling data which will be of service to students of world affairs. This 
volume covers primary production, industrial production, international trade 
and shipping and price movements. The price index tables run from 1925 
to 1933, inclusive. 


Public Finance, Taxation, and Tariff 


The Budget in Governments of Today. By A. E. Buck. (New York: Mac- 
millan. 1934. Pp. vi, 349. $3.00.) 

When the modern movement for budgetary reform in the United States 
was entered upon some twenty or twenty-five years ago, attention was di- 
rected almost exclusively to the need for the formation annually, or for each 
iscal period, by some responsible authority, preferably the chief executive, 
of acomprehensive financial program in which prospective receipts would be 
balanced against proposed expenditures to the end that the fund-granting 
authority, the legislature, might intelligently determine financial policies. 
As the subject was studied it became more and more manifest that the 
preparation of such a document, known as a budget, constituted but one step 
in putting the administration of the financial affairs of a government upon 
a satisfactory basis; that, if the end sought, the proper handling of this im- 
portant phase of public administration, was to be achieved, other prime 
requisites were the adoption of effective systems for taking action upon the 
financial program so formulated, for putting the determinations so reached 
into execution, and for the audit of all financial transactions by the revenue 
collecting and expending authorities to the end that the legislature might at 
all times have means of assuring itself that its orders with respect to the 
raising and expenditure of funds were being faithfully and efficiently com- 
plied with. It is in this comprehensive sense that the author of the work 
under review has interpreted his task. 

In previous works, and notably in his Public Budgeting, published in 
1929, the author has considered in a scholarly way the many technical prob- 
lems involved in organizing a proper budget system as they confront Amer- 
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ican governments. The present work supplements such studies by revealing 
how such problems are handled by the leading countries of Europe and, to 
a certain extent by other countries such as Japan and the more important 
South American states. The result is a comparison of exceptional merit. For 
the first time the American student is given the means of contrasting Amer. 
ican principles and practices with those of other countries. Its value is by 
no means confined to the technical student of public finance. Dealing as it 
does with such important political problems as the control of the purse and 
the relative parts to be played by the executive and the legislature in de. 
termining and executing public policies, the work is one that can be read 
with profit by all students of government. 

Evidence abounds that the author has not only made effective use of the 


leading studies on public finance by foreign writers but has supplemented 
such studies by personal interviews with administrative officers and students 
of the governments considered. Included as an appendix is an exceptionally 


discriminating list of foreign works on the subject, and a carefully compiled 
index is provided. There is little doubt that for an indefinite time to come 
Mr. Buck’s volume will constitute a standard authority on the subject to 
which it relates. 
W. F. WILLoucusy 
Washington, D.C. 


The Tariff on Dairy Products. By ROLAND R. RENNE. (Madison, Wis.: 
Tariff Research Committee. 1933. Pp. 176. 50c.) 


The Tariffs on Barley, Oats and Corn. By THEODORE W. SCHULTZ. (Madi- 
son, Wis.: Tariff Research Committee. 1933. Pp. xvii, 116. 50c.) 

These are the second and third volumes in a series of nine monographs on 
agricultural tariffs, sponsored by the Rawleigh Foundation and edited by 
Professor John R. Commons, Benjamin H. Hibbard, and Walter A. Morton 
of the University of Wisconsin 

The first volume in the series, The Tariff on Sugar, by Professor Lippert 
S. Ellis, which was reviewed in this journal in March, 1934, dealt with a 
commodity on an import basis, where the tariff was fully effective in the 
sense of raising domestic prices above world prices by the amount of the 
duty. Professor Renne’s and Professor Schultz’s studies deal with commodi- 
ties presenting a different type of tariff problem. Dairy products are on the 
border line between an import and an export basis. Seasonal fluctuations in 
production, the competition of other oils and fats with butter, transporta- 
tion charges, and in some cases consumer preference for an imported article 


even at a higher price, present a series of complex problems which Professor 
Renne has well analyzed. His conclusion is that in 1932 the maximum 
benefit that American dairymen could have received from these duties was 
slightly over $100,01 00, and that the actual benefit was probably well 
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ag under this amount. About three-fourths of the estimated tariff benefit comes 
to from the butter duty. This is a partially effective duty: during most of the 
nt past decade it has kept American butter prices above world prices, but only 
or for very brief intervals by the full amount of the duty. Industrial conditions 
- seem to have been a much greater factor than the tariff in determining what 
by the American dairy farmer gets for his products; and the study shows that 
it the popular belief that the demand for foodstuffs is inelastic is not true in 
id the case of dairy products. It also indicates that permanent relief for the dairy 
e- farmer is to be sought, not in high tariffs or restriction of his production, but 
ad in expansion of industrial production. 

Professor Schultz’s study deals with products that are on an export basis. 
he His conclusions are that the duties on them have been practically without 
3 effect, except when the stabilization activities of the Farm Board in 1930-31 
ts raised grain prices in the United States above the world level. The mono- 
ly giaph represents careful study and thorough analysis, but suffers from the 
ed introduction of burdensome detail. 
ne The editors have written excellent introductions, in which the conclu- 
to sions of the studies are summarized and the larger implications of the tariff 

“benefits” received by the farmer brought out. In the introduction to Pro- 
fessor Renne’s book they say: ‘The picayune benefits obtained from the : 


tariff on agricultural products considered singly are as nothing compared 
with the direct and indirect cost of the tariff system to the American 


5. farmer... . Yet since these small benefits are visible to the producer and the 
indirect losses are not, the farmer still appears to be a defender of a system 
i which is contributing to his ruin” (p. 22). 
FRANK WHITSON FETTER 
Haverford College 
by 
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CRAWFORD, F. G. The gasoline tax in the United States, 1934. (Chicago: Public 
Admin. Service. 1935. Pp. 46. 50c.) 

This is a fourth survey of the administration of gasoline taxes in the United 

States. Professor Crawford notes that in the past two years there has been 


he improvement, with less evasion and less abuse of exemption and refund 
he privileges. Statistical tables cover the period 1927-33. Chapter 4 deals with the 
% distribution of the tax. 


DALTON, H., and others. Unbalanced budgets: a study of the financial crisis in 
jijteen countries. (London: Routledge. 1934. Pp. xi, 468. 15s.) 


P The Rt. Hon. Sir Arthur Dyke Acland made a bequest of £10,000 for the 
di establishment of Acland Travelling Scholarships, “with a view to encouraging 
le an intelligent study of industrial, social, or pe re sin conditions outside the 
of United Kingdom.” For the year 1932-1933 these scholarships were awarded 
m to F. J. Hughes, J. N. Redman, and Brinley Thomas. The reports of these 
a scholars, together with one by W. J. Leaning, are the heart of this volume. 


Sit Hugh Dalton has written the preface, introduction, and conclusions. Easily 
the best (not merely the longest) study is that on Germany by Mr. Thomas. 
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He spent nine months in Berlin and has mastered (as well as they can be 
mastered by an outsider) the technical features of the German budget. He aly 
gives a clear-cut pi f the whole German economy. Mr. Hughes spent nine 
months in Rome and has written the sections on Italy. Mr. Redman, after 
spending three n n Paris and six in Geneva, writes on ten countries 
including France. Mr. Leaning’s section deals with Australia, New Zealand 
and in a note, with the United States. 

The summary of the findings is given by Mr. Dalton. He observes that 
“the falling price ; caused much the same budgetary troubles every- 
where. As governm have feverishly pursued the retreating figure of the 
Balanced Budget, they have, for the most part, pursued it with a limp. The 
foot which treads penditure has come more heavily to the ground than 
the foot which presses upon the taxpayers. On the continent of Europe, all 
countries which wer rerents in the war experienced inflation, and are 
unwilling to risk petition. The burnt dog dreads the fire; he prefers to 
drown, if this be only alternative, in the waters of deflation.” Moneta 
history also seems t that the new generation of dogs will shortly have 
forgotten—if ind: knew—the dangers of either. 

R. Bopp 

FAGAN, E. D. and Macy, C. W., editors. Public finance: selected readings. (New 
York: Longmans. 1 Pp. 972. $4.75.) 

HoFFMAN, A. Die 1 les Gewinnes der kaufmdannischen Unternehmung 
im Ausland: En Frankreich; Italien; Vereinigte Staaten. (Leipzig 
Hans Buske. 1934. Pp. xi, 351. RM. 14.50.) 

KIDDER, R. A. State in/ e taxation and taxability of trusts: future interests 
defined and illustrated, leading federal estate tax cases, trust agreement forms, 
estates. (Chicago: | mn Press. 1934. Pp. xxii, 544. $10.) 

MONTGOMERY, R. H. Federal tax handbook 1934-35. (New York: Ronald. 1934. 
Pp. xiv, 1158. $10.) 

This is another is f the tax manuals which Mr. Montgomery has written 
since 1917. Those \ uve read any of the previous volumes, know that the 
author is extreme of our federal tax legislation which “constitutes a 
mess.” He points out the defects in the 1934 law, and has “no apology for 
calling attention to any lawful plan which enables taxpayers to save money. 
Avoidance does not even involve moral turpitude.” The volume is a complete 
analysis of the incor tate, gift, capital stock and excess-profits taxes. The 
indexes are full, cov over 125 pages, including those of Treasury De- 
partment rulings, United States Board of Tax Appeals, and court cases. 

PETERS, H. E. The for lebt of the Argentine Republic. (Baltimore: Johns 
Hopkins Press. 1934. Pp. ix, 186. $2.) 

This monograph is an interesting discussion of the foreign debts contracted 
by the Argentine Republic from its establishment up to the end of 1931. 
Although chiefly | with the question of foreign debts, the manner of 
their contraction ai vy the proceeds of the loans were used, Dr. Peters also 
offers an interesting discussion on the banking, currency and the price situation 
of the Argentine ; period. It is rather to be regretted that the 
author did not have t »portunity to bring the study up to date, because the 
recovery of Argent n 1914 was repeated in 1934. After surveying the 
development of the Argentine debt from 1880 to 1914, the author concludes, 
“In 1914 the Argentine Republic, having emerged from the depths of one 
152 Reviews and New Books [ March 
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. of the most spectacular of modern crises only a few years before, enjoyed a 
be credit exceeded by none except the old creditor nations of Europe.” The same 
Iso may be said of the situation in 1934. After overcoming a very serious crisis 
ine and in spite of the burden of a huge short-term debt, the Argentine govern- 
ter ment was not only in a position to strengthen its financial position by the 
es. conversion into long-term bonds of frozen funds previously accumulated by 
nd, foreigners as a result of foreign exchange restrictions, but also to convert some 


of its external obligations outstanding in London into new issues bearing 
hat lower interest rates. 


ry: The difference in the attitude of American and British investors toward 
the foreign bonds is very well analyzed ; and the author is undoubtedly right when 
he he states that the Englishman regards Argentina more or less as a loosely 
an connected part of the Empire, whereas to the American the Argentine is merely 
all a country with foreign bonds outstanding in the United States. 

are The volume is amply documented and gives a concise picture of the history 
to of the Argentine foreign debt which is particularly timely now that the question 
ary of foreign lending and of the future creditor position of the United States 
ve is again in the forefront of economic discussion. 

M. NADLER 


PucuiesE, M. Le finanza e i suoi compiti extra-fiscali negli stati moderni. (Padua: 
Milani. 1932. Pp. ix, 259. L. 32.) 


ew 
With the extension of state functions in many modern governments, the 
ne problems of finance have steadily increased in scope and complexity. To be 
ig: sure, half a century ago the field of public finance was more or less understood 
. to concern itself with the problems of revenues and expenditures arising in 
sts the performance of strictly state functions. Though, according to the author, the 
ni, Wagnerian school of finance seems to have some vaguely defined, yet fairly 
definite conception as to a beginning and an end of the field of state finances, 
34, the basic principles of that school, as well as those of more recent writers, 


scarcely provide for the requirements of modern government finance, especially 
fen in corporative states. 


the Professor Pugliese undertakes to express with relative precision the limits 
5a between the “‘natural” finances of the state and the “‘extra-fiscal” operations. 
for In recognizing the use of the extra-fiscal finances to control production and to 
ey. obtain, control, or bring about a more desirable distribution of wealth, his 
ete rather vigorous discussion opens a field of controversy which will not soon be 
he settled. To American students Part 4 will be of greatest interest. In it the 
Ye- social aspects of political finance are discussed philosophically and practically, 
though most of the illustrative material is taken from Italian history. The 
ins author approaches the political finances of the modern state (pp. 183 ff.) as 
essentially (1) those which are “productivistic,”” (2) those which are designed 
ted to redistribute wealth, and (3) those employed to control the distribution of 
31, income, or to redistribute the consumptive fruits of income. Naturally, the 
of problems of capital cumulation and consumption occupy more than usual rdles 
Iso of importance in states which intentionally direct public finances toward these 
on ends. The devices constitute a system of transformation from the older individ- 
he ualistic capitalism to the corporative or collectivistic society. 
the The volume concludes (p. 257): “A fiscal system which adapts itself to the 
he exigencies and the particular postulates of a modern state is no longer to be 
6, considered as expressing shortcomings and violations of the classical canons 
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of economic th finance which limit the proper functions of imposts to 5 
state budgetary nts, but instead as plain expressions of the actual S 
real, concrete ex the age in which it is existing.” Such a Proposition Fin 
forces the auth le (p. 256) the “necessary fusion” of politics 7 
economics, soci nance (in the corporative state in particular), , on 
concession whic its logical development, re-integrate the soci:! i 
sciences. Ho 
F. F. Burtcuerr i 
ReEpPAct, F. A. La 1 variazioni delle tariffe doganali. (Turin: Pozzo, Ne 
1934. Pp. 27.) aes 
Swirt, F. H. Ew f financing public educational institutions. 
Czechoslovakia. Ill. A Pubs. in educ., vol. viii, no. 2. (Berkeley: Univ. ier 
of California P: Pp. x, 181-250; x, 251-343.) 
VAKIL, C. N. and M 1, M. C. Industrial policy of India with special refer. NY 
ence to custom (Calcutta: Longmans Green. 1934. Pp. xii, 271. Rs. 5.) ge 
This is one of f studies, under the editorship of Professor C. N 
Vakil of the Un ty of Bombay, on the economic history and problems of T/ 
modern India. 7 hapters of the book discuss tariff policy, with special 
reference to Ind part makes a comparative study of the construction TI 
of tariff schedul ethods of applying duties in a number of countries, 
and presents a p! tariff schedule for India. T 
The authors a tes of industrial protection for India. To 


strengthen their ve given uncritical acceptance to the claims 


made in the Unit nd elsewhere as to the great benefits which have 
followed from p V re told that France, Germany, and the United 
States “could not ! f 1 at all except with the help of tariff walls” 
(p. 19). Much of the book is in the spirit of the tariff planks of Republican 
party platforms: new industries will be created, work provided for the unem- 
ployed, and the freed from exploitation by the British. The authors 
recognize that considerat must be given to consumers’ interests in the fram- 
ing of rates, but 1 idea that the tariff can injure industries which are 
not favored. “The tariff is often said to draw capital and labour away from 
the non-protected tries. But in India we have no question of this nature 
to raise. Our pro! to find employment for an overcrowded agricultural 
population” (p ). The proposed tariff schedule is more moderate than 
might have been | in view of the general position taken in the earlier 


part of the book. 
FRANK WHITSON FETTER 


Die Ausgaben und } der 6ffentlichen Verwaltung im Deutschen Reich 
fiir das Rechnur », (Berlin: Reimar Hobbing. 1934. Pp. 159.) 

The Committee for } y Information in the matter of the proposed recid- 
vocal trade agi ween the United States and Cuba. (New York: 
American Sugar Ref é 1934. Pp. 16.) 

Cost of governme) (New York: National Ind. Conf. Board. 1934. 
Pp. viii, 46. $1.) 

A brief and marty of the tax collections, expenditures, and 
indebtedness of the f ral eovernment, states and 183,000 local governmentil 
units for the years 1923 to 1934 

Current tax delings Part I. All states tabulated on county basis, levies of 
1932-33. Summa line of tax collection procedure, including changes 
154 Reviews and New Books [ March 
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since 1930. Compiled by Division of Real Estate Taxation. (Washington: 
Supt. Docs. 1934.) ; 

Financial statistics of cities, 1932. (Washington: Supt. Docs. 1934. Pp. 203. 
75¢. 

wate statistics of cities having a population of over 30,000, 1931. (Wash- 
ington: Supt. Docs. 1934. Pp. 499. $1.) 

How should cities share in special motor taxes? A study of municipal participation 
in highway funds. Highway user ser. no. R2. (Washington: Nat. Highway 
Users Conf. 1934. Pp. 15.) 

New York estate tax law, article 10-C of the tax law, as amended. (New York: 
Guaranty Trust Co. of N.Y. 1934. Pp. 71.) 

New York state franchise tax on business corporations: chapter 726, laws of 
New York, 1917, as amended in 1934. (New York: Guaranty Trust Co. of 
N.Y. 1934. Pp. 54.) 

Number and interrelationship of governmental units that levy property taxes, 
with special table entitled tax structure for real property taxes. (Washington: 
Supt. Docs. 1934. Pp. 17, mimeographed.) 

The Revenue act of 1934, with effective sections of prior acts and digest of new 
provisions. (New York: Chase Nat. Bank of the City of N.Y. 1934. Pp. 207.) 

The tariff and its history: a collection of general information on the subject. 
(Washington: Supt. Docs. 1934. Pp. 109. 10c.) 

Tax systems of the world. 5th ed. (Chicago: Commerce Clearing House. 1934. 
Pp. 282. $10.) 

This fifth edition is a revision of the yearbook formerly entitled Federal 
and State Tax Systems. The volume is prepared by the Tax Research Founda- 
tion, which enlisted the codperation of some 200 contributors throughout the 
country, under the editorial guidance of Mayne S. Howard of Albany, New 
York. 

The tables are arranged in two series: the first exhibits the tax systems of 
the 48 states, showing for each the statutory authority, title of tax, basis of 
tax, measure of tax base, rate of tax, administration of tax, disposition of 
revenue between state and local authorities, day of taxable status for year of 
report on which tax is computed, date when return of information is due and 
date when tax is due. All of this information is given as of January 1, 1934. 
The notes indicate the authorship of each chart. 

The second portion of the volume arranges the material by functional 
operations. For example, the table shows annual ad valorem property taxes 
imposed upon intangibles for each state, all the data being brought together 
in a single table for purposes of comparison. These functional operations cover 
practically every form of taxation now in use in the United States. In addition, 
tax charts covering nearly 100 pages are shown for countries other than the 
United States. 

Altogether, this volume provides a comprehensive view of the tax systems 
of the principal countries of the world. 

ie of banks. (New York: National Ind. Conf. Board. 1934. Pp. x, 
148. $2.50.) 


Population and Migration 


NEW BOOKS 


Cuartes, E. The twilight of parenthood. (New York: Norton. 1934. Pp. vi, 
226. $2.50.) 
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LAKHOVSKY, G. Le 1 rchestre universel. (Paris: Alcan. 1934. Pp, 153 
15 fr.) 

LANDRY, A. La ré2 lémographique: études et essais sur les problémes 4. 
la population. (Paris: Recueil Sirey. 1934. Pp. 227. 25 fr.) 

LoRIMER, F. and O N, F. Dynamics of population: social and biologica 
significance of Ch } birth rates in the United States. (New York: Mac. 
millan. 1934. Pp. x 1. $4.) 

PALMER, C. E. Growth and the economic depression: a study of the weight o} 
elementary sch lren in 1921-27 and in 1933. Pub. health serv. reprint 
no. 1599. (Washington: Supt. Docs. 1934. Pp. 16. 5c.) 

SMITH, H. H. and ¢ r, E. H. For legalized birth control. Wasting women’; 


lives, by HELENA H. Smitu. Birth control’s business baby, by ELIzaBEtu H. 
GARRETT. (New York: New Republic. 1934. Pp. 34.) 


WEATHERFORD, W. D HNSON, C. S. Race relations: adjustment of whites 
and negroes in ti ] i States (Boston: Heath. 1934. Pp. 600. $3.20.) 
WiocevskI, S. L’installation des italiens en France. (Paris: Alcan. 1934. Pp. 97.) 
The immigration probler iay. (Boston: Immigration Restriction League, 75 

Federal St. 1934. 
New Zealand: rep the vital statistics of the Dominion for the year 1933. 
(Wellington: Census and Statistics Office. 1934. Pp. xxvii, 153. 5s.) 
Provisional summa ity statistics in the United States: 1931, 1932 and 
1933. (Washington: Supt. Docs. 1934. Pp. 9, mimeographed.) 


Social Problems and Reforms 


Permanent Pros ps How to Get It. By JOHN BAUER and NATHANIEL 
Gop. (New York: Harper. 1934. Pp. xiii, 253. $2.75.) 

The authors of this book assert the right of the citizen to a job and propose 
to give content to that right by means of public works. These public works 
would be a permanent feature of our economy but would be elastic in in- 
verse correlation with the activity of private production. In order to provide 
the monetary stability deemed essential to success Messrs. Bauer and Gold 
come out for nationalization of banking and would finance the requisite pub- 
lic works partly by the direct emission of such money as is mecessaty to pre- 
serve a stable price level and partly by taxation. 

There is much good sense in the proposals, but the book was all but obso- 
lete before it was published. Nor is this to deny that the need for good sense 
is in any way diminished. The potential evils of a government monopoly 
of banking are conceded but the authors are ready to risk them as the sole 
alternative to existing chaos. Their whole case turns, however, not on the 
function of banks a but on their usurpation of the governmental pre- 
rogative of providing the monetary medium. On the authors’ own premises, 
therefore, the appropriate remedy is not a governmental monopoly of bank- 
ing but the resumption of governmental control of the medium of exchange 
through a 100 per cent reserve requirement against demand deposits or 


some similar legislation 
Similarly the aut! . peculiar blindness to alternative and, in the 
reviewer's opinion, better methods of achieving the other ends they seek. 


1 
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Thus they declare that, since industry has become more efficient during the 
depression, we are faced with the necessity of scrapping “technological 
capacities’ or providing sufficient public activities to absorb “excess” labor 
in useful employment. This attitude is a reflection of the prevailing senti- 
ment that the national production of private industry in 1929 was at such a 
height that we must suffer the fate of Icarus if we surmount this “‘ceiling.”’ 
The first task, of course, is to get production up to the pre-depression level, 
but it does not follow that to do this we must engage in weakly wanted 
public works or that we must continue them indefinitely. Messrs. Bauer and 
Gold justly excoriate the fantastic and tragic folly of widespread unemploy- 
ment; but logic would lead us to the conclusion that we should banish it not 
by enlisting workers in the production of submarginal public works but in 


eu the production of those commodities which consumers want and will buy as 
- soon as purchasing power is given them in exchange for their labor. It 
933, would be distinctly easier for the government to initiate such production 

than to undertake an extensive public works program, and the administra- 
and tive task would be comparatively negligible. 

Public works as a “filler” are open not only to the objection that they 
tend to give us much that we do not really want but also that they fail to 
furnish the check on inefficiency which comes with production for a com- 

HEL petitive market, that they almost inevitably lead to a rapidly expanding pub- 
lic debt, and that they are hard to dissociate from corruption. 
yose It is not to be gainsaid, however, that they are far better than nothing, 
seks that a foresighted program such as is proposed in this book could do much 
in- to eliminate waste, that, if we are to be denied more appropriate means, 
ride Messrs. Bauer and Gold have done a real service in urging their proposals, in 
old emphasizing continuous full production as essential not only to prosperity 
ub- but to still dearer ends, in showing that properly devised economic activity 
yre- on governmental account is not a threat but a means of preventing the col- 
lapse of private industry, and in marking out at least one way of escape from 
social paralysis. 
nse FRANK D. GRAHAM 
oly Princeton University 
ole 
the Organization for Social Welfare, with Special Reference to Social Work. By 
oe. GEORGE B. MANGOLD. (New York: Macmillan. 1934. Pp. xiv, 494. 
es, $3.50.) 
nk- Professor Mangold shows clearly his specialized background in com- 
1ge munity chest and council work in this 22-chapter volume. That is, the last 
of ve chapters dealing with local and state welfare codperation between agen- 
cies and the community chest movement appear to be the more authentic, 
the detailed, and readable. The material handled in the latter quarter of the 
ek. Sook was evidently culled from his personal experience and observation. 


The author recognizes the valuable material found in the Social W ork Y ear- 
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book of 1933 and Hoover's White House Conference on Child Care and 
Protection. This does not mean that these chapters are purely factual and 
statistical. Indeed, the author points out in a forthright manner in his o 
ing chapter the ameliorative rather than reconstructive aspects of social work 
and in his last chapter he urges social work to “lead in the movement to 
make life more abundant for all and to interest other groups and institutions 
in assisting in the process.’ He makes a plea for the application of the 
scientific method to this field hitherto operating by religious and emotional 
motive power. The historical treatment of each phase of social work is brief 


but adequate. His comparison between Catholic and Protestant charitable 
enterprises is excellent and his exposition of the effects of the divisiveness 
of Protestantism is enlightening. 

While he devotes the four middle chapters to social and mental hygiene, 
health and care of the sick, he rather unfortunately avoids an obvious discus- 
sion of the highly controversial question of state medicine. Only the barest 
reference is made to the Committee on the Cost of Medical Care and other 
studies which make out a vigorous case for reform in this field. Again in the 
chapter on the care of the immigrants there is no mention, much less a dis- 
cussion, of the profound effects of the legislation of the Quota act of 1921, 
and the National Origins act of 1924, which if not modified will practically . 
eliminate this problem so far as it relates to coping with succeeding waves of 
trans-oceanic migrants. The chapter on the negro is good. The comment on 
housing leaves an incorrect impression, for it gives all the credit for thought 
and action in this field in the past as well as the inspiration for the present, 
to an organization that for 25 years has been dominated by a man who has 
been unalterably Opp | to the use of public funds for any kind of housing. 
The author, therefore, somewhat contradicts himself when he says that 
private philanthropy in the form of outright grants or limited dividend 
companies has failed to make a dent in the problem and at the same time 
compliments this organization which has primarily stood for this very 
approach. 

One might also regret the too meager discussion of city planning and the 
larger concept of regional planning with its avowed objectives of moving 
populations to suitable areas to the end that rural slums and pauper popul2- 
tions may be permanently eliminated. 

EDWIN S. BURDELL 

Massachusetts In te of Technology 
The Social Survey of Mes 'e. Vols. I-III. Edited by D. CARADOG Jones. 

(Liverpool: Univ. Press of Liverpool. 1934. Pp. xxii, 328; xvi, 413; 
xvili, 560. 15s.; 21s ; £2 5s., the set.) 


For several years members of the faculty and students of Liverpool Un'- 
versity have been subjecting the metropolitan region centering upon Liver 
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pool, and including the adjoining urban and suburban districts on both sides 
of the Mersey, to a microscopic examination. Their findings are now pre- 
sented in three large volumes, of which the first deals with the region itself, 
its population, and the problems of overcrowding and poverty as they affect 
the family; the second, the industrial character of Merseyside, with special 
consideration of unemployment as the factor principally responsible for 
present-day poverty; and the third, other aspects of life, including detailed 
consideration of numerous normal and sub-normal groups, and the social 
services affecting them. 

The purpose of the Survey is indicated in the general introduction to these 
volumes. To a hypothetical question as to the value of all these facts, answer 
is tersely made that without them we are working in the dark. While surveys 
without plans may appear to some a rather sterile form of activity, we are 
perhaps bound to accept the authors’ own definition of their task, and to 
recognize that so broad a background of facts as is presented in these volumes 
may serve as the basis for constructive action by a multitude of groups in 
many and diverse fields. 

Merseyside, it appears, is a metropolitan district of slightly less than 
1,000,000 population. The port is the essential basis of its economy. It is 
further described as “‘a depressed area,” in the sense that it is subject not 
only to the “‘normal” impact of the depression, but to the even greater 
paralysis resulting from its dependence upon international trade, now fallen 
to such low estate. 

One familiar with comparable facts in another great metropolitan region 
is bound to make comparisons, both as to the facts themselves and their 
meaning, just as the authors themselves have frequently referred to com- 
parable facts about the London area. 

Strangely enough, the New York and Liverpool metropolitan areas have 
much in common. Neither expects to experience again a rapid rise in popula- 
tion such as has determined the pattern of city growth in the past. In each 
area it is the redistribution of the existing population, rather than any rapid 
increase, which is the significant tendency in our time. In both regions it is 
perfectly apparent that it is no lack of land, but the misuse of the available 
land, which is accountable for overcrowding. In other words there is plenty 
of land for residence and every other purpose, if only means can be found for 
using it to best advantage. 

Lest this sound like too great emphasis on the open spaces surrounding 
the city, with an undue acceptance of “decentralization,” as the term is now 
loosely employed, one should hasten to point out that both in Liverpool and 
New York the pools of casual labor dependent upon the shipping industry 
and other activities closely related to the port, are responsible for much of 
the excessive crowding, and that no amount of outlying land can solve their 
problems. It is apparent that nothing short of a functional reorganization of 


ch 
and 
and 
en- 
ork 
to 
Ons 
the 
nal 
rief 
ble 
ne 
Us: 
rest 
her 
the 
dis- 
21, 
ally 
s of 
on 
| ght 
ent, 
has 
ing 
that 
end 
ime 
the 
ring 
ula- 
L 
13; 
iver: 


158 Reviews and New Books [ March 
the city itself, including rebuilding of considerable in-lying areas can effect, 


cure in either case. 


The essential econot 
trial units, seems alik 


economy to witless 


chance availability 
purpose. 


Some of the differ 


y of both areas, as evidenced in the location of indys. 
ubject to a wide variety of factors ranging from tre 
on, and including as a very important element the 
pty buildings which may be adapted to a:ney 


between the two regions are none the less inter. 


esting. Assuming that in each case the central city bears a roughly comparable 


relation to the wholk 
per acre in Greater Nev 


gion, it may be noted that the density of population 
York is 98, whereas the comparable figure for 


Liverpool is 34.5 persons per acre. The facts about the foreign born in each 


region are diametrical 


of foreign born, am: 


crowding, in the Li 


number as might | 


ly opposed. As against New York's large percentage 
; whom are found so much of the poverty and over. 
rpool area the foreign born are not only small in 

ted, but have somewhat smaller families, and are 


subject to less than the average overcrowding and poverty. 


If facts without 
fairness be pointed 
housing in quantit 


living conditions of t 
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ppear lacking in vitality to some, it should in all 
that in at least one field—the provision of low-cost 
ufficient to have some real effect upon the average 
orer classes—Merseyside is already far ahead of 


any comparable American community. A map of the region shows substantial 


areas on the fringe 


of the City of Liverpool already built up with new work- 


ing class housing. It should also be borne in mind in considering these 


housing projects, as v 
of them there existed 
regard to overcrowd 


It is, as always 
established as a ba 


The significant fact 1 


\| as the Merseyside Survey itself, that prior to each 
1 England a background of fact and experience in 
nd poverty without parallel in this country. 
ilt to compare the housing and poverty standards 
t the Survey, with conditions in the United States. 
rather, that so broad an area has been studied in the 


light of some well-defined standards, and that facts of this sort have had 
practical application, for example, in admission to tenancy in the “corpoti- 
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complete picture of 
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Regional Plan A 
New York Cit 


ial interest, at this time, is an analysis of the incidence 
employment relief. It reveals that, roughly, three- 
by the state, about one-quarter by the employers 

| less than one-seventh by the local authorities. 
regretted that the facts in this Survey are limited almost 
class,” and that, as is frequently the case, they 
et into print. By so much they must fail of giving us 

litions on the Merseyside today. 

LAWRENCE M. ORTON 
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NEW BOOKS 

ma ApLer, H., CAHN, F. and Stuart, J. The incidence of delinquency in Berkeley, 
1928-1932. Pubs. of the Bur. of Pub. Admin. (Berkeley: Univ. of California 

lus: Press. 1934. Pp. x, 102. $2.) 

Tue ANDERSON, W. The units of government in the United States: an enumeration 

the and analysis. Pub. no. 42. (Chicago: Public Admin. Service. 1934. Pp. 37. 50c.) 

AspINWALL, R. S. The liberation of capitalism. (Detroit: Lincoln Mfg. Co. 1934. 


Pp. 55. 50c.) 
Advocates the taxation of “money” in order to force expenditure. Value 
ter: of money should be controlled by a central agency. 


ble pauER, C. Modern housing. (Boston: Houghton Mifflin. 1934. Pp. xvii, 331.) 
ion BINGHAM, A. M. and RODMAN, S., editors. Challenge to the New Deal. (New 
York: Falcon Press. 1934. Pp. x, 284. $2.50.) 


“ The purpose of the editors in presenting this collection of 39 articles, all 
| of which have appeared in the magazine Common Sense since December, 1932, 
age is at least twofold. It is proposed to demonstrate the inevitability of a new 
ver: political alignment and to point out possible leaders in this revolution. The 
| in latter end is to be accomplished by familiarizing the reader with viewpoints 
are of several prominent advocates of third-party programs. 
The materials are simply but effectively organized in a tripartite arrange- 
1 ment, in which Part 1 sketches the disorganization out of which the New Deal 
= arose; Part 2 is described as a ‘‘factual criticism of the New Deal’; and Part 3 
oe summarizes concrete proposals for third-party action. 
rage The New Deal, according to these diagnosticians, appeared because the 
1 of modern political order had failed to provide adequate security for the masses. 
tial This condition is attributed to what are described as inherent characteristics 
ad, of the price system, because of which, according to the Malthusian declaration 
of Harold Loeb, ““The 48 million who work for wages and their dependents 
hese ... are disqualified . . . from ever enjoying abundance. They may possess only 
zach enough to keep their skins on” (p. 166). 
e in The “factual criticism of the New Deal” in Part 2 finds it to be “a fraud 
and a sham in spite of its humanitarianism.” 
ial The volume may be somewhat distressing to careful students of economics. 
, Discussion of business conditions since 1933 appears to ignore or dispute all 
~~ available indexes of business activity, industrial production, and employment. 
the The book abounds in statements of dubious economic doctrines. Effects of 
had inflation, for example, are sufficiently simple to permit the conclusion that, 
0ra- “If the consumer cannot buy milk, butter, meat . . . in adequate quantities at 
ence present prices, he can only buy less if the price is raised” (p. 8). Moreover, 
ae under the present system, “‘a business man seeking profit buys his materials 
_. fag 22d pays his labor as cheaply as he can, decides the quantity of goods he will 
-_ make and what he will charge for them. The only (italics mine) check on these 
. decisions is the check provided by market conditions” (p. 63). Again, ‘There 
nost are 60 pound loaves of bread in a bushel of wheat, th refore the consumer 
they paid $6.00 for which the farmer received 30 cents. . . . This vast spread . . . is 
» tepresented by rents, interest, and profits” (p. 72). Stuart Chase describes a 
| tise of technical advance, expanding at a geometrical ratio, according to 
| Ogburn, while purchasing power positively declines” (p. 141). 


The most frequently cited economist is Thorstein Veblen. Reference to him, 
however, tepeatedly extols his criticism of classical economics and entirely 
ignores his equally significant emphasis upon the basic human tendency toward 
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distinctive ostentation. Second place goes to Berle and Means, but Foster anj 
Catchings, although not mentioned by name, may be credited with having 
exerted greatest influence upon a majority of the contributors. 
DALE 
BLACHLY, F, F. and OATMAN, M. E. Administrative legislation and adjudication, 
(Washington: Brookings Inst. 1934. Pp. xv, 296. $3.) 
BLAKESLEE, G. H. ¢ ts of policy in the Far East. Pamph. no. 6. (Boston: 
World Peace Foundation. 1934. Pp. 56. 50c.) 
Bocarbus, E. S. Leaders and leadership. (New York: Appleton-Century. 1934 
Pp. 333. $3.) 
Bossarb, J. H. S. Social change and social problems. (New York: Harper. 1934 
Pp. xii, 786.) 
This volume is a revision and an enlargement of Problems of social well. 
being which appeared in 1927 
BossarbD, J. H. S., editor. Social welfare in the National Recovery program. 


Annals, vol. 176. (Philadelphia: American Acad. of Pol. and Soc. Sci. 1934, 
Pp. 278. $2.) 


BRAILSFORD, H. N. Property or peace. (London: Gollancz. 1934. Pp. 327.) 
Coss, J. C. The application of scientific methods to sociology. (Boston: Chapman 
and Grimes. 1934. Pp. 161. $2.) 
In addition to an essay on the subject title there are six reprints of articles 
which appeared in the American Journal of Sociology, American Economic 
Review, Economic Journal and Social Forces. These all relate to methodological 


procedure to be employed in analyzing social and economic problems. 
CoLE, G. D. H. and CoLe, M. A guide to modern politics. (New York: Knopf. 
1934. Pp. xii, 454, xiv. $3.) 


Cooper, R. M. American consultation in world affairs for the preservation of 
peace. (New York: Macmillan. 1934. Pp. 420. $3.50.) 

DECHESNE, L. Le capitalisme, la libre concurrence et l'économie dirigée. (Pats: 
Recueil Sirey. 1934. Pp. 187.) 

Up to now the ountries of Europe—Belgium, Holland, Switzer. 
land, England and Frat have been able to avoid dictatorships; and without 
doubt these countri e well equipped to escape this tyrant who is sustained 
by the hazards of social disintegration. 

But a government should not be content to escape passively. It should exer. 
cise an active direct Since it cannot supply, it should encourage, individual 
initiative, promote a spontaneous competition which is indispensable for the 
general good. There is nothing to be gained from a new direction of govem- 
mental forces; the answer lies in improving the present democratic ordet, 
under which competition flourished previously. 


EvaNs, J. G., JR. Ba n a democratic society using a machine tech- 


nology. (Chapel Hill: Univ. of North Carolina Press. 1934. Pp. 139. $1.50.) 
FRAENKEL, O. K. and Lewis, C. M., editors. The curse of bigness: miscellaneous 
papers of Justice Brana (New York: Viking Press. 1934. Pp. ix, 339. 
$3.50.) 
These essays, addresses, and judicial opinions supplement the volume, The 
Social and Economic Views of Mr. Justice Brandeis, by Alfred Lief, ~~ 
in 1930. The present volume includes reprints of papers over a perio of some 


thirty years. They are arranged under the headings: “Insurance and pensions, 


“Industrial democracy and efficiency,” “Trusts and monopolies,” “Railroads 
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and finance,” ‘‘Zionism,” “Public service and the law.” In addition to the 
essays, the editor has included a list of papers and books by Justice Brandeis, 
lists of books and articles about him, and a topical list of his opinions in the 
Supreme Court since 1931. 

GwEONSE, H. D. America in a world economy: markets, tariffs, debts and inter- 
national conflict. (Washington: American Assoc. of Univ. Women. 1934. 
Pp. 56. 
peat of capitalism and war; rdéle of tariffs, nationalism or interna- 
tionalism. Lists of suggested readings are furnished. 

GriMEs, J. M. Institutional care of mental patients in the United States. (Chicago: 
Author, 1816 N. Clark St. 1934. Pp. xv, 138. $3.) 

Harpy, C. O. assisted by KuczyNskI, R. R. The housing program of the City of 
Vienna. (Washington: Brookings Inst. 1934. Pp. xii, 143. $2.) 

The merit of this little book is quite out of proportion to its length. In its 
compactness, its directness, its careful discriminations and its impartial view- 
oint it warrants high commendation. 

The author starts out with a clear-cut description of the “notoriously bad” 
housing of Vienna before the World War, its cramped quarters, lack of 
modern conveniences, and overcrowding. He finds these conditions largely 
due to a heavy tax on gross rentals which often fell on the tenant and forced 
him to practise “extreme economy” in housing space. He then proceeds to 
develop the political background of hostility between landlord and tenant, 
due partly to unusual restrictions on the latter (before the war a tenant did not 
even have the right to a key to his dwelling), _—_ to building codes and 
partly to other factors. This antagonism is held largely responsible for the 


drastic rent legislation later enacted in Austria, which with currency inflation 
and other post-war conditions made provision of shelter by private enterprise 


almost impossible. 


Coming to the extensive program of municipal housing undertaken by the 
Social Democratic Party, the book points out that, while free housing for 
families with normal living Powe vA was favored as an ideal, actually only 
capital costs and not operating expenses were met out of public funds. The 
physical features of the new houses and their equipment are succinctly de- 
scribed. A chapter on the financial aspects presents data on land and building 
costs and on the revenues obtained, with an interesting discussion of the 
reliance on taxation rather than on loans to meet the capital outlay. There is 
a short chapter on administrative features. 

Although the author favors the provision of housing by private enterprise 
as a general policy, he emphasizes the peculiar difficulties existing in Vienna at 
the close of the war and pays a high tribute to the integrity and efficiency of 
those in charge of the municipal building program. 

Primarily the book is a factual presentation which no one interested in the 
details of the Vienna experiment can afford to miss. At the same time it is 
equally interesting to those who are chiefly concerned with the broad questions 
of social policy raised by government intervention in housing. These readers 
will find the chapter of conclusions especially stimulating. 

LUTHER CONANT 
HENDERSON, A. Labour's peace policy: arbitration, security, disarmament. (Lon- 
don: The Labour Party. 1934. Pp. 15.) 
HOMANS, G. C. and Curtis, C. P., Jr. An introduction to Pareto: his sociology. 
(New York: Knopf. 1934. Pp. xiii, 299. $2.50.) 
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Jacks, L. P. Ethical factors of the present crisis. Colver lectures in Brown Uniy. 
1933. (Baltimore: Williams and Wilkins. 1934. Pp. 77. $1.50.) . 
This title covers the Colver lectures delivered by the author at Brown Up. 
versity in 1933. The first of the four deals with ‘Moral inertia”; the second 
with ‘Wasted human energies” ; the third, with and the fourth 
with ‘The coming leisure.’ Near the beginning of his first lecture, the autho, 
properly points out that to keep a high civilization “demands a degree of 
intelligence and of courage quite as great as that which was needed to win it 
in the first instance.’ Throughout the discourses, he stresses not only courage, 
but all the other traditional moral qualities more than he stresses intellectu,| 
equipment. Indecision resulting from a lack of development of the will is 
pointed out as the root difficulty of this generation. The contrast in educational 
processes between training or, as the author calls it, learning and mere acquis 
tion of knowledge, is mentioned again and again. There are some good pan- 
graphs on the overvaluation of happiness in the current thinking and aims. 
“Unless our idea of happiness includes ability to do without it (and how 
seldom it does so!) ‘the pursuit’ of it whether by nations or individuals js 
probably the shortest cut to the bottomless pit so far discovered by the evil 
genius of man.” The folly and illusion of conceiving worthwhile life in terms 
of the multiplication of wants without regard to the kind of wants, receives 
brief but effective treatment. The chapter on “Indiscipline” is particularly 
valuable for our time, even though much of it will be placed by those who 
lack courage under the head of “hard sayings.” We need, says the author, a 
new conception of liberty which will include discipline as a vital element. 


The confusion which the author regards as the underlying cause of our present 
troubles can be eliminated only through the introduction of order; and this 
term has a very wide content and implication. The last chapter on leisure is 


the least definite and satisfactory of the four. This little book is well worth 
while, because it attacks fundamentals without fear or evasion. 
JOHN A. 


JOHNSON, F. E. Economics and the good life. (New York: Association Press. 
1934. Pp. xii, 186. $1.75.) 
KLEIN, J. and Cotwin, W. Economic problems of today. (Chicago: Lyons and 
Carnahan. 1934. Pp. 511. $1.60.) 
For high schools 
LaNpis, B. Y. Must the nation plan? A discussion of government programs. 
(New York: Association Press. 1934. Pp. x, 221. $2.) 
In a clear, dynamic style this book gives a picture of the background of the 
New Deal, and the problems faced as a result of it, according to the views ot 
a select group of publicists and government officials. Its principal usefulness 
lies in the fact that it serves to refresh our memory of the tidal sweep of 
events and public controversy in a manner unencumbered by efforts at profound 
interpretation. The book happily lacks the hysterical attitude typical of s 
many of the books on the New Deal. James G, SMITH 


Linpsay, A. D. Christianity and economics. 2nd imp. (London: Maanillan. 
1934. Pp. vii, 177.) 
The five chapters of this little volume were delivered as five lectures 1 
Oxford in the autumn of 1930 and repeated in the United States in the Sprin 
of 1932 under the auspices of the Hewitt Foundation. The main topics treat 
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are the relation between Christianity and economics as compared with the 
relation between Christianity and politics; the treatment of means as ends in 
our industrial system ; economic necessity and what action Christianity suggests. 

In the first chapter, the author notices the statement by R. H. Tawney to 
the effect that in the Middle Ages economic life was governed by moral and 
religious teaching but that in modern times economics and religion have been 
completely divorced. While Professor Lindsay accepts this judgment, he main- 
tains that this evil condition can be corrected, if only the same method which 
has brought politics back under the domain of morality is applied to economics. 
His attempt to show that the domain of morality has been restored over 
politics is entirely unsuccessful. The function of law, he says, has come to be 
regarded as that of protecting natural rights, rather than conforming to the 
natural law. In so far as this concept is operative, it is subject to two serious 
defects: first, unless the concept of natural rights is drawn from a concept of 
the law of nature, it is bound to be partial and inadequate; as a matter of fact, 
no modern state gives adequate protection to all natural rights. This is particu- 
larly true in the field of industrial legislation. Indeed, the view that the business 
of the state is to protect natural rights is quite compatible with the philosophy 
of laissez-faire. 

According to the author, the business of the Church, both in the field of 
politics and that of economics, is merely “to keep alive and develop the con- 
ception of the good life” on which the health of society depends. It should 
strive to arouse the consciences of men, to help them to acquire a right con- 
science; but apparently this is to be achieved merely by general moral exhorta- 
tion. The author does not seem to favor the specific application of the moral 
law by the authorized teachers of morality to specific situations and practices 
in either economic or political relations. Toward the end of the volume he asks 
whether the Church should have its own specific solution or declare its own 
attitude “towards one or other of the various solutions which economists or 
politicians or statesmen have propounded or are propounding?” The answer 
to that question, he says, is clearly “no.” 

To the reviewer, this answer and the general theory set forth by the 
author renders his proposals ineffective and futile. Unless the teachers of 
religion and morality have a clear idea of definite moral principles and sufficient 
knowledge of economic practices to pronounce moral judgments in considerable 
detail upon the practices of our industrial society, they will provide no specific 
moral guidance nor produce any noticeable effect upon economic practices and 
relations. Vague exhortations to and vague pleas for the development of a 
better public conscience will be utterly ineffective so long as the exhorters are 
unable to lay down the specific rules and principles that are an indispensable 
prerequisite to the formation of a right public conscience. 

JoHN A. RYAN 


LunnperG, G. A., KoMAROovskKy, M. and McINERNY, M. A. Leisure: a suburban 


itudy. (New York: Columbia Univ. Press. 1934. Pp. xiv, 396. $3.) 

To the student of social problems the “machine age” and the “forty-four 
hour week” set up an equation of which the other member is inevitably the 
problem of leisure. Because they wonder what people would do with more 
leisure, Mr. Lundberg and his associates have analyzed the character of and the 


facilities for recreation in relatively prosperous suburban communities in West- 
chester County, New York. 
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There is considerable ingenuity in the choice of data, and the samples are 
for the most part of commendable size. More than 10,000 schedules and ques. 
tionnaires were ted; more than 200 formal interviews lasting at les 
an hour were secured. Though, as they admit, they were often unable to comp! 


with the requirements of random sampling, they have not failed to advance 
conclusions drawn from such evidence with suitable qualification. The interes 


in reading the book, however, comes partly from the use of frankly anecdoti| 
material, the representativeness of which is dependent on the judgment of 
the observer. 

The raw data are taken primarily from “diaries” kept a day, three days, o 
a week by a large number of people in carefully selected groups, but the in. 
vestigators have enriched their interpretation by visiting the places of recreation 
in the county, by consulting compilations already available (records on the use 
of public libraries, for example), and by collecting other statistical materia 
such as what people do on commuters’ trains. If to mention but two findings 


is not misleading vy be 


said that the authors discover when they compare 
housewives with 


| working women, that “as the amount of leisure 


7 


increases the proportions spent on eating, sports, radio, motoring, and public 
entertainment decré while the proportions spent on visiting, reading, and 
clubs increase” (p. 108). As leisure increases for men, on the other hand, 
“they tend to spend greater proportions not only on visiting and reading but 
also on public entertainment, sports, and radio’ (p. 109). At another point 
the authors compare participation in club activity on the part of residents of 
a “well-to-do” community and residents of a ‘“‘poor” community. Though in 
the less prosperous community 62 per cent of all club memberships are in 


utilitarian or partly utilitarian organizations, in the more prosperous community 


95 per cent of the memberships are for purely social purposes. 

Ambitious and painstaking as this study is, one wonders whether it is a 
merit or a defect that the findings are what one would expect. Few readers 
will be far enough away from the pattern of life in Westchester to want so 


minutely detailed tion of leisure-time activities in the suburban church, 
the suburban club, the suburban school. Yet it is interesting to have statistical 


indication of the high degree of organization of leisure and its close dependence 
on pecuniary fact Since in the well-to-do communities leisure is closely 
associated with social ambition, what has here been classified as leisure, club 
activities particular! ems to some individuals more like duty than like 
recreation. It is also significant that even in these relatively group-conscious 
communities the public facilities for leisure are so sadly limited. 


ELIZABETH S. May 


DE Mun, A. Dictatus Parlement? (Paris: Alcan. 1934. Pp. 266. 12 fr.) 
Holds that the welfare of France depends upon the collaboration of Parlia- 

ment and the government, but questions whether the present régime is favor- 
able to such codperation. If not, France must choose between a dictatorship 
or an empowered Parliament 

NELson, J. F. Leész nterests and activities of business girls: a research 
study conducted dz 1931-1933. (New York: Woman's Press. 1934 
Pp. 113. 75c.) 

RIEGEL, O. W. Mobili r chaos: the story of the new propaganda. (New 
Haven: Yale Univ. Press. 1934. Pp. 231. $2.50.) 


Describes and ses the development of official propaganda and censor- 
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S are ship for the purpose of moulding public opinion in the interest of nationalistic 
ques. programs. Author was a foreign correspondent and is now director of jour- 
least nalism at Washington and Lee University. 

mply Rosey, R. Roosevelt versus recovery. (New York: Harper. 1934. Pp. 163. $2.) 
vance When publishers describe a book as the work of an economist, one should 
terest reasonably expect a fairly unbiased, analytic, carefully measured statement. 
dotal This volume, so described, has neither the viewpoint nor the method of such 


a presentation; and its value as a criticism of recovery measures suffers from 
their absence. 

The author writes in the hope that comprehensive economic collapse may 
be averted by a hasty return “to the tenets of liberal capitalism’ (p. 156). 
Chapter titles clearly evidence his position. They include: “Madness” (the 
monetary program) ; “Waste” (public works and relief) ; “Stampede” (the 


terial NR.A.); “Subterfuge” (agricultural adjustment); and “Stalemate” (credit 
tings extension) . 


Values of rather penetrating insight are constantly vitiated by careless 
handling of facts, which shows itself in broad generalizations such as assertions 
that the gold-buying program was accompanied by no advances in commodity 
prices (p. 66) and that the R.F.C. and the A.A.A. “could draw without limit 
on the United States treasury” (p. 82). Weighing of words is nowhere in 
evidence, as is indicated by the characterization of the farm program as “‘eco- 
nomic bribery” (p. 114), and the assertion that “‘to find the defects in the 
public works thesis, one at least has to do some reasoning. To see the Warren 
theory is wrong, neither analysis nor the ability to think is necessary” (p. 79). 
Again, plans for a managed currency outlined in the President's address of 
October 22, 1933, represent “the most fantastic monetary theory in history” 
(p. 65). The government’s monetary policy as a whole ‘‘has been incredible, 


ws fantastic, grotesque” (p. 56). Distinction between printing-press inflation and 

ders the process in which reserve banks are allowed to use government bonds as 

It $0 backing for currency “is of no economic significance” (p. 74). 

itch, DALE YODER 

tical 

ence Simons, H. C. A positive program for laissez-faire: some proposals for a liberal 

red economic policy. (Chicago: Univ. of Chicago Press. 1934. Pp. iv, 40. 25c.) 

lie A vigorous essay in which the author lays down a detailed program of 

ions constructive reform and reluctantly criticizes the N.R.A. and other current 

- policies which in his opinion will cause permanent injury to the economic 

* system. He would eliminate private ves pt in all its forms, abolish private 

deposit banking on the basis of fractional reserves, create a federal monetary 
authority to control the quantity of effective money, change tax system in interest 

‘lia of distribution of wealth, reform tariff system, and limit squandering of our 

oa reserves in advertising and selling activities. 

ship STRICKLAND, C. F. The progress of rural welfare in India, 1934. (New York: 

F Oxford Univ. Press. 1934. Pp. 46. 35c.) 

i TayLor, H. Contemporary problems in the United States. 1934-35 edition. 

34. pie ees II. (New York: Harcourt Brace. 1934; 1935. Pp. ix, 516; v, 545. 
$2.75, each.) 

New An annual revision of a text first written in 1932-33 for use in a second- 

= year course preliminary to specialized studies in economics at Columbia Uni- 


versity, and since introduced at other colleges. The central problem of this 
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volume is economic security. Members of the Columbia staff codperated in th. 
preparation of the text; and there are also — of articles relating to sub. 
jects discussed. The several sections in the first volume include the problen 
of security and the contemporary economic situation; the organization of the 
system of money and credit; international economic relations; the organization 
and methods of American business; the problem of agriculture; the problems 
of labor. 

The second volume treats of law and government in America; the state a; 
regulator, with articles on railroad, public utility and power regulation; the 
state as financier; and social provisions against economic insecurity. 

THOMAS, N. Human exploitation in the United States. (New York: Stokes. 1934 
Pp. xix, 402. $2.75.) 

Wa tac, S. C. The New Deal in action. (New York: Harper. 1934. Pp. x 
243. $2.) 

Professor Wallace has presented an excellent running account of dates and 
details in the development of the Roosevelt program, together with a con. 
venient outline of the structures of various alphabetical agencies. The narrative 
is frankly sympathetic to the program. 

For the most part, the author has avoided discussion of the economic impli- 
cations inherent in steps that have been taken. Exceptions to this rule are 
to be found in chapters concerned with the administration’s monetary manipu- 
lations, the N.R.A., the purchasing power theory of depression and recovery, 
and the expansion of public works. In each of these cases, analysis is not at all 
profound, and the author displays no clear conception of the distinction be 
tween economics politics, as is convincingly evidenced in his explanation 
that, “the theory of the orthodox economists was that the deflation should be 
allowed to run its course” (p. 113). 

The value of the book is lessened by its constant recourse to extensive quote- 
tions with no reference or indication as to their source or sources. 

DALE YODER 
WHITNEY, R. Economic freedom. Address at a dinner of the Chicago Assoc. of 
Stock Exchange Firms, Palmer House, Chicago, December 10, 1934. (New 
York: N.Y. Stock E nge. 1934. Pp. 19.) 
WILKINSON, H. A. The American doctrine of state succession. Stud. in hist. and 
pol. sci., ser. lii, no. 4. (Baltimore: Johns Hopkins Press. 1934. Pp. 137.) 
WitLoucusy, W. F. Principles of legislative organization and administration 
(Washington: Brookings Inst. 1934. Pp. xiv, 657. $5.) 

WRIGHT, Q. Where the League of Nations stands today. Day and hour ser. 
no. 9. (Minneapolis: Univ. of Minnesota Press. 1934. Pp. 25. 25c.) 

YOUNG, K. An introductory sociology. (New York: American Book Co. 1934. 
Pp. 639. $3.50.) 

ZNANIECKI, F. The method of sociology. (New York: Farrar and Rinehatt. 
1934. Pp. xii, 338.) 

Civilian home service: a discussion of organization and principles and procedures 
involved in famil | case work as a chapter program. (Washington: Amet- 


ican Nat. Red Cross. 1934. Pp. 53.) , 
Commission on the Administration of Justice in New York State: report. Legis 
doc. no. 50. (Albany: State House. 1934. Pp. 1016.) 
Economic outlook in higher education for 1934-35. Office of Educ., pamph. 
no. 58. (Washington: Supt. Docs. 1934. Pp. 49. 5c.) 
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The growth of the farm family in relation to its activities: based upon an investi- 
gation of families of white farmers in Wake County, North Carolina. Bull. 
no. 298. (Raleigh: Agric. Experiment Sta. 1934. Pp. 61.) 

A housing program for the United States. (Chicago: National Assoc. of Housing 
Officials. 1934. Pp. 22.) 

Massachusetts Federation of Planning Boards: 21st annual conference, Brookline, 
Massachusetts, October 4 and 5, 1934. Planning for housing, by R. F. TUCKER. 
Shall our city plans gather dust—or make the dirt fly? by H. S. BUTTENHEIM. 
Bull. no. 31. (Boston: Mass. Fed. of Planning Boards. 1934. Pp. 32.) 

The du Pont Company and munitions. (Wilmington, Del.: du Pont de Nemours 
and Co. 1934. Pp. 42.) 

A statistical survey of public opinion regarding current economic and social 
problems as reported by newspaper editors in August and September, 1934. 
Final report. (New York: National Ind. Conf. Board. 1934. Pp. vili, 40. 50c.) 


Insurance and Pensions 


An Historical Basis for Unemployment Insurance. By INDUSTRIAL RELA- 
TIONS COUNSELORS, INC. (Minneapolis: Univ. of Minnesota Press. 
1934. Pp. vi, 306. $3.00.) 

A Program for Unemployment Insurance and Relief in the United States. By 
A. H. HANSEN, and others. (Minneapolis: Univ. of Minnesota Press. 
1934. Pp. viii, 201. $2.50.) 

Unemployment Funds: A Survey and Proposal. By HUGH H. WOLFENDEN. 
(Toronto: Macmillan. 1934. Pp. xiv, 229. $2.50.) 

An Historical Basis for Unemployment Insurance is a report prepared 
for the Employment Stabilization Research Institute of the University of 
Minnesota. Examination is focused on European unemployment insurance 
experience as an aid in establishing an acceptable plan for the United States. 

Part 1 briefly discusses the stages of development from the early public 
relief schemes through to trade union out-of-work benefit plans, local and 
national governmental subsidies to voluntary plans and finally national com- 
pulsory legislation. The major portion of this part is concerned with the 
development which has taken place in individual European countries—Great 
Britain, Germany, Belgium and Switzerland. Some ten pages are devoted to 
the development in this country. 

The second part makes a detailed examination of the legal provisions 
enforced in different countries, particularly with reference to basis of cover- 
age, definition of unemployment, eligibility for benefit, source of income, 
benefits and administration. Various existing and proposed plans in the 
United States are subjected to analysis. 

The appendixes make possible a rapid survey of the chief features in both 
the European schemes as well as those existing and proposed plans in the 
United States. The selected bibliography, while not extensive, is quite satis- 
factory. This book makes it possible for the reader to grasp the broad outlines 
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of the various unemployment insurance plans without becoming lost in ; 
mass of details. 


A Program for Unemployment Insurance and Relief in the United State; 
is a study made by the Employment Stabilization Research Institute of the 
University of Minnesota. It seeks to complete the work begun in a previous 
volume,* 

Part 1 aims to point out in broad outline the necessity of co6rdinating 
insurance and relief measures as well as the plans of federal and state gov- 
ernments in such a program. The second part analyzes the fundamentals of 
an unemployment insurance program, largely along the same lines as the an- 
alysis made in the book reviewed above. Part 3 is concerned with the out. 
lines of a relief program; while the fourth part discusses the investment of 
unemployment reserves and business stability. 

The central thesis of this study may be found in the following sentences 
appearing in the foreword 


There has been increasing realization that no system of unemployment insur. 
ance can care for all the unemployed throughout a prolonged depression. Unen- 
ployment insurance funds should be built up in reserve so that they will be ade- 
quate in minor depressions and will go far toward compensating unemployment 
in major crises, but some supplementary relief will be necessary during such 
periods as the present on¢ 


Much of the statistical material in this volume is based upon Minnesota 
data and too little attention is given to statistics to be found in the Ohio, 
Wisconsin and California reports. 

One is impressed, in reading this study, that many of the conclusions are 
in the nature of compromises. A typical example may be found in the treat- 
ment of employer and employee contributions (pp. 58-65). Although the 
definition and tests of unemployment are highly controversial, a more satis- 
factory definition of unemployment might have been presented (pp. 79-92). 
It is only fair to point out, however, that the authors are open-minded to 
new approaches. For example, the present study favors a wider pooling of 
funds than the company and industry funds previously suggested. 

Part 4, dealing with the financial aspects of unemployment reserve funds, 
analyzes alternative methods of investment. This phase has previously been 
given only fragmentary attention. The conclusion (federal reserve bank and 
savings bank investments) is again a compromise, but the discussion throws 
additional light on the subject. 


Unemployment Funds: A Survey and Proposal is written by an inde- 
pendent actuary for the Canadian Life Insurance Officers Association. It 


* Alvin H. Hansen and Merrill G. Murray, A New Plan for Unemployment Reservt! 
(University of Minnesota Press, 1930). 
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is a sequel to a previous publication by the same author, The Real Meaning 
ot Social Insurance (1932). 

"The major portion of this book is given to a survey of existing and pro- 
posed plans in Europe, United States and Canada. The presentation of the 
material is very general in character and adds little to information already 
available.? 

According to this book, although “the employer has no obligation to 
compensate an employee for unemployment, nevertheless he should recog- 
nize his ability to ass#st his employees” (author's italics). In brief, the 
proposal is that the employee set up savings funds with occasional assistance 
from employers (not necessarily monetary) and that the state match the 
employee's contributions if unemployment is sufficiently widespread. When 
the fund is exhausted, “recourse to the state should then be permitted, sub- 


iect to strict tests of both ‘means’ and ‘need.’ ”’ 
pa Louis LEVINE 
Washington, D.C. 


A Proposed Unemployment Insurance Measure for New Hampshire. (Con- 
cord: N. H. Commission on Unemployment Reserves. 1934. Pp. 34.) 


This is an exposition of a plan of unemployment insurance for New 
Hampshire presented by the New Hampshire Commission on Unemploy- 
ment Reserves. After a brief argument in support of unemployment insur- 
ance in general, the report proceeds to explain and defend the ‘New 
Hampshire plan.”” Among the more important provisions of the plan are the 
following: 

(1) The proposed law would include all establishments employing five 
or more employees excepting farming and domestic service, government 
employees, teachers, and seasonal industries. A seasonal industry is defined 
as “one with a regular, consecutive, stipulated season of not over 17 weeks in 
a year. 

(2) A waiting period of ‘three weeks’ consecutive unemployment in any 
six months, or four weeks’ cumulative unemployment is provided.” 

(3) Benefits for total unemployment are placed at a maximum of $14 
and a minimum of $6 per week for a maximum of 16 weeks and not to ex- 
ceed one week of benefit for every three weeks of full employment in an 
insured occupation. The administrative agency is given power to decrease 


*See, for example, United States Senate, Select Committee to Investigate Unemployment 
Insurance, Unemployment Insurance Report (pursuant to Senate Resolution no. 483, 71st 
Congress, 72nd Congress, 1st Session, Report no. 964, Washington, 1932). 

Unemployment Insurance: Individual Views (pursuant to Senate Resolution no. 483, 71st 
Congress, 72nd Congress, 1st Session, Washington, 1932). 

Unemployment Insurance: Hearings (pursuant to Senate Resolution no. 483, 71st Con- 
gress, 72nd Congress, 1st Session, Washington, 1932). 

Operation of Unemployment Insurance Systems in the United States and Foreign 
Countries,” Monthly Labor Review, June, July, August and September, 1934, Bureau of 
Labor Statistics, U. $. Dept. of Labor. 
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benefits, increase the waiting period, or “make other changes in the rule doe 
and regulations’ needed to insure the solvency of the funds, de 


(4) Contributions from employers are to be a maximum of 214 per cent 
of the total payroll of those workers included in the plan. In addition, ip. | 
sured workers are required to contribute 1 per cent of their wages. 


(5) Although all the contributions are to be pooled for the purpose of - 
paying benefits, a separate ledger account is to be kept for each employer, 
When the ledger account shows a reserve of 8 per cent of the existin 
payroll, the employer's rate of contribution is to be scaled down to 2 per 
cent; when larger reserves are accumulated, the contribution is to be scaled pH 
down by successive steps to 1 per cent. - 
(6) A worker who quits voluntarily or who is discharged for cause is not 
to be completely disqualified from insurance benefits. He is to be penalized is 
by a waiting period of twice the normal length but otherwise will be entitled Ve 
to normal benefits. The report makes a great deal of this feature contending f 
that it puts unemployment insurance “‘on an impersonal basis” and justifies - 
workers’ contributions 
The ‘‘New Hampshire plan” is an ingenious combination of the Wiscon- . 
sin and Ohio plans. Accounting by individual employers is from the Wis- : 
consin plan and is a concession to the idea that employers should be rewarded , 
for regularity. The employee contributions, the pooling of all funds, and the ‘ 
general accounting for the employers’ minimum contribution of 1 per cent a 
is from the Ohio plan and is a concession to the idea that the strong and 
fortunate should help the weak and unfortunate. This latter is the insurance 1 
part of the plan. : 
Actually the plan is much more like the Ohio proposal than the Wisconsin é 
act. Not only is the 11 per cent margin within which the employer can ' 
reduce his cost a rather meager one, but even this margin is not guaranteed ' 
(apparently) since the administration can alter the rules to safeguard the ; 
funds. A combination of an unpooled fund from which each employer ; 
would pay for his own unemployment up to the extent of his fund and 2 
pooled fund to insure to the worker his full standard of benefits would seem 
to be a preferable set-up to accomplish the dual purpose which the Com- | 


mission has in mind. The pooled fund could also be used to take care of 
special cases such as those mentioned in feature number 6 above. 

The report ignores entirely the proposition that certain unemployment 
should be regarded as a cost of doing business and paid for by consumers 
as is the case with accidents under workmen’s compensation. Had this im- 
portant part of the philosophy of unemployment reserves been given more 
weight, the report might have concluded against employee contributions. 

The last word on unemployment reserves cannot be written until the 
states have had some experience with various plans. It is to be hoped that the 
federal government will not eliminate experimentation in this field. If it 
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does not, the New Hampshire report should prove a contribution toward the 
development of a satisfactory unemployment reserves plan for the states. 
HAROLD M. GROVES 
University of Wisconsin 


The British Attack on Unemployment. By A. C. C. HILL, JR., and Isapor 
LuBIN. (Washington: Brookings Institution. 1934. Pp. xiv, 325. 
$3.00.) 

An unfortunate characteristic of the ‘New Deal’’ is the recurrent assur- 
ance with which each venture is heralded and the excessive expectations 
aroused thereby. The Administration seems not to have learned that it may 
be a better policy to understate in advance the possibility of new ventures 
than to ballyhoo them as panaceas. This applies to the present program of so- 
cial security as it has to nearly all the earlier attacks on the depression. And it 
applies particularly to unemployment insurance. With a dozen unemploy- 
ment insurance schemes in the air, including that of the President, it is well 
to remember that we have had practically no experience whatsoever with the 
theory, practice and difficulties of this undertaking. Great Britain has had 
nearly a quarter of a century of such experience and is still unsettled both as 
to theory and practice. A review of this British experience, such as is found 
in this study, should be of inestimable value in the United States if we are to 
avoid both undue optimism and unwarranted fears, not to mention mistakes 
which presumably need not be repeated. 

Hill and Lubin’s book is divided into five parts including appendixes. Part 
I is a brief history of the English Poor laws out of which unemployment in- 
surance grew in 1911 ina small and unobtrusive fashion. Part II is a descrip- 
tion of the way in which the insurance scheme works through the unemploy- 
ment exchange system and some of the practices in training and transferring 
unemployed persons. Part III is the story of relief which was added to the 
insurance system and which destroyed its financial soundness and the at- 
tempts made to differentiate between insurance and relief and again to put 
the insurance scheme on a sound financial basis. Part IV is a critical treatment 
of British methods; and the appendixes deal with special phases of the gen- 
eral unemployment problem. 

Unemployment insurance in Great Britain is not a failure. It is not, how- 
ever, a complete success; and there is no guaranty as yet that the last revision 
of 1934 has corrected the errors of twenty-four years of experimentation. 
Basically the weakness of the British system is found in its failure to maintain 
a clear line of demarcation between insurance and relief. Insurance grew out 
of the Poor laws, and was originally applied to a limited number of industries 
in which unemployment was greater than the average. It was successful until 
there were saddled on it persons who had not previously been a part of the 
system and therefore had not contributed to its reserves. The authors suggest 
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that three principal classes should not have been covered by insurance: phys. 
cal defectives, married women not intending to continue industrial employ. 
ment and those normally only partially employed. The authors suggest fur. 


ther that insurance should be against loss of income rather than loss of time 
thus limiting the claims of the unemployed to a definite monetary sum, 
“British experience,’ they write, “clearly indicates that an unemployment 
insurance fund can maintain its financial solvency only by limiting the Period 
of unemployment for which it assumes liability” (p. 254). When this period 
has passed “‘British experience further indicates the necessity for a distinc 


secondary relief system supplementary to unemployment insurance” (p 
255). 

Thus, whatever may be one’s opinion as to the responsibility of gover. 
ment, industry and employees for unemployment and its care, it would seem 
that the beginning of wisdom resides in a decision as to who shall be pto- 
tected by unemployment insurance and who shall be protected by relief. It is 
clear from British experience that two things are involved and two methods 
of treatment are demanded. Both insurance and relief are recognized in 
Britain as obligations of the state but tying them together would seem, from 
British experience, to endanger the whole insurance program. The central 
problem then of any unemployment insurance is to define the meaning of 


unemployment itself 

As there have been many misrepresentations of the British unemployment 
insurance system and its results, it is well to summarize some of the findings 
of the authors of this monograph: 

(1) British insurance was financially sound until 1930 (p. 219). At 


the end of the thirteenth year it was concurrently almost self-balancing. 
(2) Britain did not recover without a new deal in so far as she has te- 
covered at all. This recovery has been accompanied by measures which antic- 


pated almost in detail much American practice under the present adminis- 
tration. But the British have minimized the newness of what they have done, 
while we have tended to exaggerate it. 

(3) Both in Britain and in the United States the expectation of recovery 
has colored thought and practice making it possible for “emergency” meth- 
ods to be adopted without thorough preparation and careful planning. 

(4) Finally, the usual criticisms of unemployment insurance find no sup- 
port from the authors of this study. It need not increase the cost of production 
so as to affect prices excessively. It does not render labor immobile in such: 
degree as to offset the greater mobility created by the labor exchanges and 
other methods of transference of labor, and it does not demoralize the te 
cipients of benefits when accompanied by training centers for the young and 


in comparison with the demoralization of private or public relief. 
The experience of Great Britain shows that with a proper definition of 
unemployment a financially sound system can be created to care for “ett 
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ployed persons” when out of work, leaving a large number of unemployed 
persons who require for various reasons relief rather than insurance. To 
those who are now proposing unemployment insurance as a cure-all for 
unemployment of all kinds this conclusion should check excessive enthusiasm 
and bring their proposals under careful scrutiny to discover just how far 
insurance can go as a measure of social security and what its limitations are. 
NorMAN J. WARE 
Wesleyan University 


NEW BOOKS 


ELBERT, R. G. Unemployment and relief. (New York: Farrar and Rinehart. 
1934. Pp. xii, 136. $1.) 

This pungent little volume, partly an outgrowth of the author's study as a 
member of the Industrial Advisory Board, is a business man’s suggested solu- 
tion to the unemployment relief problem. Casting aside as inadequate individual 
establishment reserves, as provided for in the Wisconsin system, for example, 
Mr. Elbert concludes that only a compulsory unemployment insurance system, 
based upon the principle of pooled reserves, and national in scope, can co 
with the problem. If constitutional limitations epee the establishment of a 
federal plan, it is suggested that identical state plans can be established through 
the instrumentality of a federal excise tax, although the author considers the 
Wagner-Lewis measure deficient in several respects. 

But Mr. Elbert, following good English practice, regards unemployment 
insurance, paid for by employers and employees, as only the “first line of 
defense.” If unemployed persons cannot obtain work within 26 weeks, they 
may then apply for public relief, subject to a “needs” test. Relief funds, two- 
thirds of which are to be provided by the states and one-third by the federal 
government, are to be administered through state and local boards under the 
general supervision of a National Public Relief Administration. Public relief, 
employment insurance, training centers, and public works, each governed by a 
federal board of five members, are all to be under a “super” federal board to 
be known as the “Federal Relief Supervisory Council.” These suggested lines 
of future, consolidated control are the most original and valuable sections of 
the book. 
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dollars spent series. The argument goes like this. Value added equals cost 
of production. Cost of production is another name for spendable income. Being 
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gold divided by physical volume of production equals prices becomes gold 
equals prices squared. 
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Lastly, there may be some interest in the quality of the economic exposition 
contained in this treatise. The following quotation taken from page 49 yi! 
enable the reader to judge for himself. 

“It will be noted that the gold dollar is also a commodity dollar! But jp 
this case we have tried to fix the unit for the measure of exchange by arbitrarily 
legalizing the physical quantity of a metal that can be exchanged for a unit of 


money. We have said that 22.23 grains of gold shall always exchange for ; 
dollar. That is to say, we have tried to make 22.23 grains of gold always by; 
a dollar or vice versa. Thus, if there be such a thing as the law of supply and 


demand, so far as gold is concerned, it is printed in the statute books.” 
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wens, M. B. An experiment in advisory service: the Committee on Government Statistics 

and Information Services. Jour. Am. Stat. Assoc., Dec., 1934. Pp. 11. 

HorrMAN, W. Ein Index industriellen Produktion fiir Grossbritannien seit dem 18 Jabr- 
bundert. Weltwirtsch. Archiv, Sept., 1934. Pp. 17. 

loy, A. Recent progress in employment statistics. Jour. Am. Stat. Assoc., Dec., 1934. Pp. 17. 

kinc, W. 1. Has production outrun consuming power? Jour. Land and Pub. Util. Econ., 
Nov., 1934. 

RAUTENSTRAUCH, W. Am analysis of the national income, 1909-1932. Bull. Taylor Soc., 
Nov., 1934, Pp. 3. 

Romy, M. Les divergences entre les statistiques du commerce extérieur des differents pays. 
Zeitschr. f. Schweiz. Stat. und Volkswirtschaft, 70 Jahr., 3 Heft. Pp. 21. 

Svepecor, C. W. The method of expected numbers for tables of multiple classification with 
disproportionate subclass numbers. Jour. Am. Stat. Assoc., Dec., 1934. Pp. 5. 

Snyper, C. Measures of the growth of British industry. Economica, Nov., 1934. Pp. 15. 

STACHLE, H. Annual survey of statistical information: family budgets. Econometrica, Oct., 
1934. Pp. 14. 

WarBurTOn, C. Value of the gross national product and its components, 1919-1929. Jour. 
Am. Stat. Assoc., Dec., 1934. Pp. 6. 

WurtMAN, R. H. The problem of statistical demand techniques for producers’ goods: an 

application to steel. Jour. Pol. Econ., Oct., 1934. Pp. 18. 


- 


DOCUMENTS, REPORTS, AND LEGISLATION 


Industries and Commerce 


In the Trade Infor n Series of the Department of Commerce has appeared 
Bulletin No. 820, Ma uring Developments in Argentina, by George Wyre 
(pp. 26, 5c.). 

The Trade Promoti Series continues with No. 154, Preparing Shipments to 
British Countries: Documentary Requirements and Customs Regulations, by 
Roberta P. Wakefield (| L9, 20c.); No. 156, Foreign Trade of the United 
States, Calendar Y eat by Grace A. Witherow (pp. 143). 

The United States Tariff Commission Report No. 83, second series, treats of 
Laces and Lace Artic! 542, 40c.). 

The Report of the | Secretary of the Executive Council to the Presiden 
provides a summary of tl ral new bureaus which have been established under 


the New Deal policy 


Labor 

The federal Bureau of Labor Statistics has issued the following bulletins: 

No. 600, Union Scales of Wages and Hours of Labor, May 15, 1933 (pp. 139, 
15c.). 

No. 601, Wages and Hou t Labor in Bituminous-Coal Mining: 1933 (pp. 
67, 10c.). 

No. 602, Discuss: ndustrial Accidents and Diseases at the 1933 Meeting 
of the International A n of Industrial Accident Boards and Commissions, 
held at Chicago (pp c.). 

Banking 

The Report of the ‘ ttee on Banking and Currency pursuant to Senate 
Resolution 84 has been ¢ shed under the title, Stock Exchange Practices, Senate 
Report No. 1455, 73rd ‘ ess, 2nd Session (Washington, 1934, pp. 394). This 
covers securities exch: practices, investment banking practices, commercial 
banking practices, group banking in Michigan and commercial banking in Ohio, 
income-tax avoidances stment trusts and holding companies and concentr- 


tion of control of we 


Public Finance 


André Bernard of t rary of Congress has prepared for the Joint Commit 
tee on Internal Revenue Taxation a compendium on the Income Tax in Canada 
and Other Dominion and Provincial Taxes (Washington, 1934, pp. 126, 15c.). 
This is the second in a on foreign taxation, the first relating to Great Britain 
having been published as House Document No. 332, 70th Congress, 1st Session. 

It is noted that the Canadian income tax has much greater similarity to out 
federal income tax than to the British income tax in respect to the burden on the 
individual taxpayer. The tax burden on corporations is practically the same 


Canada as in the United States. The document covers customs duties, sales taxes 
and special taxes. 
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NOTES 


The Nominating Committee of the AMERICAN ECONOMIC ASSOCIATION has 
been appointed for the year as follows: Edwin F. Gay, Harvard University, chair- 
man; Harry D. Gideonse, University of Chicago; G. D. Hancock, Washington 
and Lee University; Eliot Jones, Stanford University; Roswell C. McCrea, Co- 
lumbia University; Edwin G. Nours*, Brookings Institution. Members are invited 
«o send to the chairman of the committee the names of persons whom they would 
like to have considered for each of the elective offices: namely, president, first vice- 
president, second vice-president and two members of the Executive Committee. 

Professors Clarence E. Ayres of the University of Texas and Morris A. Cope- 
land of the University of Michigan have been pe editors of the Review 
so succeed Professors Frederick A. Bradford and Paul T. Homan, whose terms 
expired. 


The following names have been added to the membership of the AMERICAN 
ECONOMIC ASSOCIATION since November 1: 


Abramson, A. V., Brookings Institution, 744 Jackson Pl., Washington, D.C. 
Adamson, R. K., 347 W. Dayton St., Madison, Wis. 

Alderfer, E. B., Logan Hall, Univ. of Pennsylvania, Philadelphia, Pa. ; 
Altschul, E., School of Business Administration, Univ. of Minnesota, Minneapolis, Minn. 
Andrews, J. C., Dept. of Econ., Armstrong College, Berkeley, Calif. 

Andrews, M. K., 404 Durley Ave., Greenville, Ill. 

Armstrong, F. A., 1634 Eye St., N.W., Washington, D.C. 

Atkins, C. W., 769 Paul Brown Bldg., St. Louis, Mo. 

Atwood, A. H. R., 205 W. Wacker Dr., Chicago, Ill. 

Barnard, C. 1., 540 Broad St., Newark, N.J. 

von Beckerath, H., 28 School St., Brunswick, Me. 

Beneke, H. H., Miami University, Oxford, Ohio. 

Blalock, H. W., Univ. of Arkansas, Fayetteville, Ark. 

Bloomfield, D., 80 Federal St., Boston, Mass. 

Bray, C. P., First National Bank Bldg., Oshkosh, Wis. 

Briggs, R. J., Kemper Military School, Boonville, Mo. 

Brown, P. H., 109 Commerce Bldg., Urbana, III. 

Bruere, H., Bowery Savings Bank, 110 E. 42nd St., New York City. 

Bryce, R. B., St. Johns College, Cambridge, England. 

Buchanan, F., Kessler Bldg., Apt. 2, McKeesport, Pa. 

Buckley, L. F., 718 Corby Blvd., South Bend, Ind. 

Burn, B., 292 Madison Ave., New York City. 

Bursiek, R. C., Commerce Dept., Univ. of Cincinnati, Cincinnati, Ohio. 

Calhoun, W. P., Univ. of Cincinnati, Cincinnati, Ohio. 

Candler, W., Atlanta Biltmore, Atlanta, Ga. 

Canning, A. P., 3301 Lawrence Ave., Chicago, III. 

Chancellor, W. E., College of Liberal Arts, Xavier Univ., Cincinnati, Ohio. 
Clayton, W. L., Anderson, Clayton and Co., Houston, Tex. 

Colm, G., Independence Ave. and Keppock St., Spuyten Duyvel, New York City. 
Cranch, R. G., Bryn Athyn, Pa. 

Cusack, L. A., Creighton University, Omaha, Neb. 

Dewhurst, J. F., 27 Amherst Rd., Port Washington, N.Y. 

Director, A., Faculty Exchange, Univ. of Chicago, Chicago, III. 

Dockeray, J. C., 200 W. Kenwood Rd., Columbus, Ohio. 

Dunham, R. J., 310 S. Michigan Ave., Chicago, Ill. 

Dutton, H. P., 2242 Pioneer Rd., Evanston, Ill. 

Estrada, V. E., P.O. Box 161, Guayaquil, Ecuador, S.A. 

Fairchild, M., 219 Roberts Rd., Bryn Mawr, Pa. 

Falck, E., Tennessee Valley Authority, Chattanooga, Tenn. 

Field, F. V., 129 E. 52nd St., New York City. 

roster, J. R., 128 Montague St., Brooklyn, N.Y. 

Fox, B., L-22 Kirkland House, Cambridge, Mass. 

Frey, H. A., Univ. of Toledo, Toledo, Ohio. 

Galloway, L. J., 45 Fourth St., Hicksville, N.Y. 


ed 
to 
Dy 
eq 
of 
nt 
9, 
p. 
1S, 
ure 
te 
is 
ial 
i0, 
fa- 
it: 

4 
yn. 
yur 

in 
Kes 


190 Notes [ March 


Gilbert, D. W., Dept. of I f Rochester, Rochester, N.Y. Taft, R 
Glasser, C. T., 1504 Caz | N.Y. Tambu 
Hacker, L. M., 449 W w York City. Taylor, 
Haines, E. S., Institute Oil Foods, Norris Bldg., Atlanta, Ga. Turner 
Hansen, A. S., Board of Chicago, IIl Vinog! 
Harris, A. L., Howard | Vashington, D.C. Vraz, ' 
Haw, D. A., 11974 Wi Detroit, Mich. Wasse 
Heilperin, M. A., c/o |! lation, 49 W. 49th St., New York City. tu 
Henig, H., Univ. of Cin Ohio. Weave 
Heys, R. W., 7500 Ma Louis, Mo. Wheel 
Hjlemstad, J. H., 719 S. ] rhead, Minn. Whitn 
Holmes, R. S., 81 S. Pt: in, Ohio. Willia 
Hovde, H. T., Whart f Pennsylvania, Philadelphia, Pa. Willit 
Hutchins, J. G. B., 16S wn, Mass. VWillm 
Ironside, C. E., 423 W York City. Wood 
Irwin, W. A., Washbu ka, Kan. Wulff 
James, F. C., Logan H I f Pennsylvania, Philadelphia, Pa. 

Jucius, M. J., 1632 Ma Lawrence, Kan. Th 
Kelso, H., Director of t Party, 549 Randolph a Chicago, Ill. Woo 
Kennedy, J. B., Clintor edito 
Kent, R. P., 208 Thom}; Pa ; 
King, E. E., 503 Indias ina, Ill feller 
Landman, R. E., 42 W York City new 
Lanks, H. C., 320 Gree kintown, Pa. edito 
Lay, C. F., School of B n, Univ. of Texas, Austin, Tex. 

Lee, J. F., Lewis Instit I A 
Lewis, M. S., Internat Section, Princeton University, Princeton, N.J. New 
Longman, D. R., 40 M N.Y Octo 
Lutkin, H. C., 2406 P [ Il. Deal 
McCahan, D., 607 St: thmore, Pa. 
McDaniel, J. M., Jr., N T 
McNatt, E. B., Alfred Un A 1, N.Y. , 
Macon, H. L., 910 E. 57 20, Ill whic 
Macy, C. W., Coe Coll ( is, Iowa. of T 
Marsh, B. C., Peoples’ I t., N.E., Washington, D.C. Dea 
May, A. B., Lamoni, I 

May, E., Goucher Collegs« Md A 
Moore, W. H., 611614 } Chicago, III. has 
Morris, V. P., College Univ. of Oregon, Eugene, Ore. 

Mueller, F. W., Jr., S« ( De Paul University, 64 E. Lake St., Chicago, Ill. Thr 
Myers, S. W., Jackson J ( Jackson, Mich. Wir 
Netherland, W., 7311 V St. Louis, Mo. facu 
Noffsinger, H. G., Jr., \ nt College, Bristol, Va. thec 
Palmer, W. B., 200 N Arbor, Mich. Nt 
Palmer, W. S., Jr., 201 } Nev NO 
Peterson, F., Apt. 803 N.W., Washington, D.C. enla 
Phelps, V. L., Univ. of Wharton School, Philadelphia, Pa. will 
Pinto, R. W., Econon U. S. Tariff Commission, Washington, D.C. 

Pollock, F., Internati f Social Research, 429 W. 117th St., New York City. S 
Prentice, J. S., Middl Middlebury. Vt. of | 
Rae, J., c/o Duquesne C] A Pittsburgh, Pa. 

Rose, J. R., Central Y.M burg, Pa " 
Salz, A., Dept. of Ecor é te University, Columbus, Ohio. sale 
Schmidt, E. P., Univ. of Minneapolis, Minn. bec 
Schnur, G. J., 141 Park II] 

Schoenfeldt, B. M., Dept s, Columbia University, New York City. : 
Schwarztrauber, E. E Ave.. Waukesha, Wis. Le, 
Segal, M. J., 1000 W. ¢ Urbana, Ill. t 
Smith, L., 212 Park St W.Va np 
Stevenson, R. C., Univ ] Branch, Pocatello, Idaho. Ta 
Stowell, C. J., 810 Bell non. Ill filr 
Strayer, P. j., 417 W. 246t! New York City. we 
Sutherland, W. R., Det Univ. of California, Berkeley, Calif. G1 
Sweezy, P. M., 987 M mbridge, Mass. 
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Taft, R. L., Gray Farm, Salem St., Andover, Mass. _ 

Tamburelle, F. J., 500 Riverside Dr., New York City. ; , 

Taylor, G. W., University of Pennsylvania, 3440 Walnut St., Philadelphia, Pa. 

Turner, A. P. L., Je Perkins 52, Cambridge, Mass. 

Vinogradoff, E. D., 1028 Laclair St., Pittsburgh, Pa. 

Vraz, V. E., Univ. of Nebraska, Lincoln, Neb. _ : 

Wasserman, M. J., Senior Agricultural Economist, Consumers’ Counsel, Dept. of Agricul- 
ture, Washington, D.C. . 

Weaver, R. A., Whitworth College Library, Spokane, Wash. 

Wheeler, B. O., Dept. of Economics, Univ. of California, Berkeley, Calif. ' 

Whitman, R. H., Office of the Controller, R. H. Macy and Co., New York City. 

Williams, C. W., Univ. of Louisville, Louisville, Ky. 

Willit, V., 103 Commerce Bldg., Ohio State University, Columbus, Ohio. 

Willmes, H. J., 17190 Santa Barbara Dr., Detroit, Mich. 

Wood, L. A., Dept. of Economics, Univ. of Oregon, Eugene, Ore. 

Wulff, F., 450 Russ Bldg., San Francisco, Calif. 


The office of the American Statistical Association has been transferred to 722 
Woodward Building, 15th and H Streets, Washington. The secretaryship and 
editorship have been combined in one full time position. A grant from the Rocke- 
feller Foundation has made possible this change and ion of activities. The 
new secretary-treasurer and editor is Frederick F. Stephan; and the new review 
editor is Ralph J. Watkins of the University of Pittsburgh. 


Addresses given at the meeting of the American Statistical Association held in 
New York City on September 26, 1934, are published in full in the Annalist of 
October 5, 1934. They dealt with the subject of ‘Public Utility Policy in the New 
Deal.” 


The Association of American Railroads has created a research advisory board of 
which the members are: President Karl T. Compton of the Massachusetts Institute 
of Technology; President Harold G. Moulton of the Brookings Institution; and 
Dean A. A. Potter of Purdue University. 


A second branch of the Institute for Advanced Study at Princeton University 
has recently been established, to be called the School of Economics and Politics. 
Three members of the faculty of this new branch have been appointed as follows: 
Winfield W. Riefler, Edward M. Earle and David Mitrany. It is expected that the 
faculty of this School will undertake a reéxamination of economic and political 
theory. In general, it will follow the lines laid down by the School of Mathematics. 
No degrees will be conferred, but in the course of time the facilities will be 
enlarged, visiting professors will probably be summoned, and qualified scholars 
will be given an opportunity to study at the School. 


Stanford University will appoint consulting professors in the Graduate School 
of Business as a means of recruiting for the School the experience of business 
leaders on the Pacific Coast. Outstanding staff executives, treasurers, comptrollers, 
sales and production managers, personnel managers, etc., will be invited to 
become associate consulting professors. 


The Joint Committee on Materials for Research of the American Council of 
Learned Societies and the Social Science Research Council announces the publica- 
tion of Hearings on the Marketing Agreements, Codes, Licenses and Processing 
Tax Matters of the Agricultural Adjustment Administration in the form of 58 
film volumes. The A.A.A. materials comprise 136,000 documents. Film copying 
was considered the only feasible method of reproduction. With the assistance of a 
Guide to the A.A.A. films, which will be furnished with each film set, the materials 
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can be handled more easily in film form than in their original form. The Joi 
Committee will furnish film copies at cost on a sliding scale basis. Each 
tion will include a fixed charge of 234 cents per foot for the positive film Copy, 
plus a charge designed to amortize the —— incurred in making the orig; 
master negative. Further particulars may be procured from T. R. Schell 
Executive Secretary, Joint Committee, Western Reserve University, Cleveland 
Ohio. 


The Mid-West Business Education Conference will meet at the University 
Denver School of Commerce, June 28-29. The general theme suggested for ( 
conference is “Social and Economic Readjustments and Their Implications { 
Business Education.” Fuller information may be obtained from Ernest A. Zellic, 
University of Denver School of Commerce. 


The Twelfth International Congress of Sociology will be held under the auspice 
of the Internationa! Institute of Sociology of Geneva in connection with the Us: 
versal Exposition at Brussels, August 25-30. The secretary of the Congress is Pro 
fessor G. L. Duprat of the University of Geneva. Professor Charles A. Ellwood of 
the department of sociology at Duke University is the president of the Inter 
tional Institute for next year, and will preside at the Congress. 


Plans are under way for the establishment of a new periodical entitled Journd 
of Social Philosophy: A Quarterly Devoted to a Philosophic Synthesis of the Socid 
Sciences. The support of scholars is invited; and those interested should write 
the secretary of the editorial board, Moses J. Aronson, College of the City of 
New York, St. Nicholas Terrace, New York City. 


Dr. 
The first issue of a new journal, entitled The Canadian Journal of Economia ings | 
and Political Science, published by the Canadian Political Science Association, has t¢ 


has appeared under date of February, 1935. This is a quarterly, priced at $3.0 
per year, with business headquarters at 273 Bloor Street, West, Toronto. 


Professor Frank G. Dickinson of the University of Illinois will prepare: 
study of The After-Price of the World War to the U.S.A., for the Division of 
Economics and History of the Carnegie Endowment for International Peace. A 
preliminary statement of this study appeared in the September, 1934, issue of 
the Annals of the American Academy of Political and Social Science. 

Professor Dickinson has completed his work of codifying the insurance statutes 
of Illinois, in codperation with Professor George W. Goble. They have recently 
been requested by Governor Park of Missouri to advise him concerning the pro 
posed new insurance code which has been introduced as a bill to the Missouri 


legislature. In this task they will be joined by Professor J. M. Klamon of th te 
School of Business of Washington University. 

D 

The Federal Home Loan Bank Board has begun the a of the Federd HM ¢..., 

Home Loan Bank Review (Washington, 10c. per single copy, $1.00 per yeat). . 

The Agricultural Adjustment Administration of the federal Department o Ii of t 

Agriculture has begun the publication of Land Policy Review, presenting curtett RA man 


information concerning national, state and local land research planning ant 
policy. The first issue, in mimeographed form, appeared in February. This 8 
printed under the direction of L. C. Gray, chief of the Land Policy Section 


the Division of Program Planning. 
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The trustees of the Twentieth Century Fund, Inc. (330 West 42nd St., New 
fork City) announce that the large amount of factual data which appeared in 
tock Market Control, published in February, 1934, is available for publication 
rovided that sufficient interest is shown in the purchase of the volume which 
ay be printed. The edition, to be priced at $5.00 a copy, is under consideration. 
ersons interested should communicate with Mr. Evans Clark, Director Twentieth 
entury Fund at the above address. 


An Index to the Economic Journal of the Royal Economic Society, for volumes 
XXI-XL, 1921-1930, inclusive, has recently been published by Macmillan and 
ompany of London (pp. 74). 


A new Italian journal has appeared entitled Genus, an organ of the Italian 
mmittee for the Study of Population Problems (Via delle Terme di Diocleziano, 
0, Rome). 


Brookings Institution: Dr. Maurice Leven, formerly of the Brookings Institu- 
ion staff, has accepted a temporary appointment with the Tennessee Valley 


Dr. Arnold Bennett Hall, director of the Institute for Government Research of 
the Brookings Institution, is in charge of a preliminary administrative survey of 
the state of Oklahoma. The subjects to be covered are education, revenue, a ioe 
and financial administration. 

Dr. L. F. Schmeckebier of the Institute for Government Research of the Brook- 
ings Institution is assisting the Liquor Study Committee of New York. His work 
has to do with the administrative p sends of alcohol control. 


Appointments and Resignations 


Willard E. Atkins, chairman of the department of economics at Washington 
Square College, New York University, has returned to his duties for the second 
semester, after completing his task as a member of the Special Fur Commission 
in the Research and Planning Division of the NRA. 


C. Canby Balderston of the industry department of the University of Pennsyl- 


tatutes Me Vania has made a job classification and study of the organization of the State 
ecently lim Emergency Relief Board at Harrisburg. His book entitled Executive Guidance in 
1€ pro Industrial Relations will appear in the near future. 

‘issout 


Lawrence Bloomberg of Johns Hopkins University has joined the staff of the 
Federal Housing Administration. 


_ Daniel Borth, Jr., of the University of Illinois has been appointed assistant pro- 
tessor of economics at West Virginia University. 


Paul F. Brissenden of Columbia University has been serving as labor member 
of the Commission for the Coat and Suit Industry. He was also appointed chair- 
man of the Special NRA Commission for the Cap and Cloth Hat Industry, and 
is serving as government member upon several code authorities. 


Morris G. Caldwell has been appointed professor of sociology at Westminster 
College, Fulton, Missouri. 
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Denzel C. Cline is conducting the course in public finance at Princeton Univer. 
sity during the absence of Professor Lutz. 


E. G. Collado of Harvard University is research assistant to the chief of the 


foreign trade section of the Division of Research and Statistics of the Treasury 
Department. 


Clem W. Collins, assistant dean and head of the accounting department of the 
School of Commerce, University of Denver, was recently elected vice-president 
of the American Association of University Instructors in Accounting. 


Lauchlin B. Currie, formerly of Harvard University, has been appointed as- 
sistant director of research in the Division of Research and Statistics of the Federal 
Reserve Board. 


Aaron Director, instructor in economics at the University of Chicago, has re. 


signed to accept a research appointment in the Treasury Department at Washing. 
ton. 


Corwin D. Edwards, associate professor of economics at Washington Square 
College, New York University, has been granted leave of absence for the second 
semester of the current academic year to continue work with the NRA. 


Frank A. Fetter of Princeton University is visiting professor of economics at 
the University of Illinois for the current academic year, where he is giving courses 
in economic theory. During the summer he will teach at Northwestern University. 


M. J. Fields of Harvard University carried on the class work of Professor Max- 
well at Clark University during the latter’s absence. 


A. M. Fox, who has been with the United States Tariff Commission in Wash- 
ington for eleven years, ten years as chief of its economics division, has been 
promoted to the newly created position of director of research. 


Meredith B. Givens has been granted six months of leave from the staff of 
the Social Science Research Council in order to act as director of the Industrial 
Studies in the Division of Research and Planning of the National Recovery Ad- 
ministration. Mr. Givens continues to act as executive secretary of the Committee 
on Government Statistics and Information Services, and serves as its representa- 
tive on the Central Statistical Board 


William Haber of the department of economics at Michigan State College, has 
been on a part-time leave to act as state emergency relief administrator for Michi- 
gan. 


Luther A. Harr of the finance department of the University of Pennsylvania 
has been appointed secretary of banking in the cabinet of the governor of Penn- 
sylvania. 

J. Edward Hedges of Johns Hopkins University has accepted a position as cost 


consultant with the Consumers’ Advisory Board of the NRA. 
Henry G. Hilken, II, is instructor in economics at Princeton University. 


W. R. Hockenberry is acting director of the graduate course in business ad- 
ministration of the Wharton School, succeeding the late Harry T. Collings. 
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Arthur A. Smith, formerly of the faculty of Southwestern College, is 
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Jacob H. Hollander of Johns Hopkins University has been appointed by the 
governor to the Maryland Committee on Old Age Security. 


Solomon S. Huebner of the University of Pennsylvania has been appointed in- 
surance adviser to the Bureau of Shipping of the federal Department of Com- 


merce. 


George B. Hurff, Jr., has been added to the staff of the economics department 
of the University of Pennsylvania for the present academic year. 


Emory R. Johnson, former dean of the Wharton School, has been appointed 
emeritus professor of transportation and commerce and chairman of the trans- 
portation department. 


E. B. Logan of the political science department of the University of Pennsyl- 
vania has just issued a report entitled Taxation of Real Property in Pennsyl- 
yania, He has been serving as budget secretary for the State of Pennsylvania. 


Harley L. Lutz has a leave of absence from Princeton University for the second 
term of the current year and is teaching in the University of Hawaii. 


Fritz Machlup, formerly of Vienna, has been appointed lecturer on economics 
at Harvard University for the second half-year. 


Charles F. Marsh of the College of William and Mary has been granted a 
semester's leave of absence to accept a position as an assistant deputy administra- 
tor in the Textile Division of the National Recovery Administration. 


James A. Maxwell, associate professor of economics at Clark University, has 
been given leave of absence during the winter to assist in the preparation of the 
case of the Canadian federal government to be presented before the Royal Com- 
mission on Financial Arrangements between the Dominion and the Maritime 
Provinces. 


Broadus Mitchell of Johns Hopkins University has been appointed by the 
governor to the Maryland Committee on Unemployment Insurance. 


Paul H. Nystrom of Columbia University is on sabbatical leave of absence from 
the School of Business and is serving as assistant chairman and member of the 
National Retail Code Authority in Washington and as president of the Limited 
Price Variety Stores Association. 


Gustav Peck has resigned his position as executive director of the Labor Board 
of the NRA and has been appointed assistant to the administrative officer of the 
NRA on labor problems. 


Vernon L. Phelps is instructor in merchandising at the Wharton School. 


Hayes A. Richardson of Johns Hopkins University has joined the staff of the 
Agricultural Adjustment Administration. 


Clyde O. Ruggles of the Harvard Graduate School of Business Administration 


will be visiting professor at the University of Southern California summer session 
in 1935, 


Joseph A. Schumpeter of Harvard University gave a series of lectures during 
January at the University of Cincinnati. 
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